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W. introduced Tandy Corporation in 1993 as “The 
New Retail Growth Company,’ with an aggressive 
strategy that culminated in 21% revenue growth in 1994. 
With proven strengths and new growth potential, Tandy 
has delivered on its goals: 


Tandy Corporation delivered by successfully 
completing the initial stages of its transition to becoming a 
retail growth company. The strategy is paying off, and our 
retail formats have shown strong positive results. 


Radio Shack, perhaps America’s best-known 
consumer electronics retailer, delivered with a bold 
repositioning strategy and new marketing programs 





designed to drive profitable growth into the next century. 


Computer City set out to open 24 new stores in 1994 
as a continuation of its rapid growth strategy. The division 
surpassed that goal with 29 new stores, and topped $1 billion 
in annual sales in 1994. 


Incredible Universe delivered on its goals with six 
new gigastores in 1994, each setting new records for grand 
opening attendance and sales. As many as eight new sites 
are planned fort9982———-——-~ ‘ue 
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Financial Highlights 





12 Months Ended December 31 1994 1993 1992* 
Net sales and operating revenues from continuing operations ...... $4,943,679 $4,102,551 $3,778,670 
Income from continuing Operations: 5 jac w.% Hes 6 a hes dec es Says $ 224,335 $ 195,632 $ 149,691 
Income from continuing operations per average 

common and common equivalent share ...............0ee0000% $ 2.91 $ 2.50 $ 1.88 
stall Assets ocular Seon aimee a Shanon ee Aion Dean a ner ene oe Ape case: $3,243,774 $3,219,099 $3,381,428 
TStal eB ate ctretet. Meade bape cane tra ie Min ie ernie $ 382,453 $ 574,591 $ 708,484 
Stockhnoldets” equity: se. ancasee ace peace nes tae Ue cic aye acne $1,850,211 $1,950,750 $1,888,351 
Stockholdets’ equity pércommon’ share « 22, e654 css ue His os woes s $ 26.02 $ 25.46 $ 24.95 
Average common and common equivalent shares outstanding ...... 74,874 75,543 77,147 
WOLKE IF DCAD Ital law ty ate viacs rma unisaisty sear re euler ene erred mare $1,350,110 $1,128,343 $1,478,041 
Total debt as a percentage of total capitalization ................. 17.1% 22.8% 27.3% 


Amounts in thousands, except per-share figures and ratios. 


*For comparative purposes only. 


Income from 
Continuing Operations 
(Calendar year. In millions.) 
$224 Income per Share from 
Continuing Operations 
Net Sales and $196 (Calendar year.) 
Operating Revenues 
(Calendar year. In millions.) $9.91 
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Dear Fellow Shareholders, 


We delivered on the promise of being an exciting retail 
growth company in 1994. Sales grew 21% to almost $5 billion 
and earnings per share from continuing operations increased 
16% to $2.91. We opened 29 Computer City, six Incredible 


Universe and had a net increase of 48 Radio Shack stores. 


FRadio Shack posted significant gains in gross margin for 
the year by managing down their computer sales, using 
slightly less promotional pricing and initiating new marketing 
programs with an emphasis on service. The consumer was en- 
couraged to consider Radio Shack as a ‘‘top-of-mind’’ place 
to buy gifts and the Repair Shop at Radio Shack was launched 
on a market-by-market basis. Radio Shack personnel are 
trusted by the public for their specialized knowledge of elec- 
tronics that permits us to fulfill the promise, ‘‘You’ve got 
questions. We’ve got answers.”’ In 1995, Radio Shack will 
continue its repositioning to enhance market sensitivity to 
‘‘top-of-mind”’ reasons to shop at Radio Shack other than 
promotional prices alone. Radio Shack provides the essential 
foundation for the rapid growth of our company. 


Computer City not only opened 29 stores in 1994, but 
also achieved an operating profit. Its $1.2 billion in sales in its 
third full year of operations is a record pace in retailing. At 
year-end we had 69 stores in four countries. Current plans are 
to open 20-24 new SuperCenters and 6-10 Express stores in 
1995. In 1994, we entered the Canadian market with three 
stores late in the year, and we plan to open more in 1995. In- 
terest in high-performance CPUs, new software introductions 
requiring more computer resources, and the interest in In- 
ternet and online services should benefit Computer City 
this year. During 1995, we will focus on perfection of 
mechanics of operation of this demanding retail for- 


mat, and of course continue our expansion. 


Incredible Universe tripled its number of stores in 
1994 to nine. Each grand opening exceeded the one 
before in number of guests and sales. The selec- 
tion, service and entertainment in addition to 
price is appealing to early adopters and sophisti- 
cated buyers. The chain was profitable on an op- 
erating basis during the fourth quarter for the 
first time, even though essentially four new 
stores opened during that quarter. The expan- 
sions will continue in 1995 with at least eight 


stores planned. Sales approached 





$400 million in 1994 and could double in 1995. New 
‘‘shows’’ already announced are Denver, Indianapolis, Long 
Island (near New York City), Potomac Mills (near Washington 
D.C.), Houston, San Diego and Salt Lake City. 


The re-engineering and restructuring of the Company 
continued with the sale of our credit company, which is ex- 
pected to generate over $600 million in cash; the sale of our 
service contract business, which enhances short-term earnings 
potential; and the closing of all our VideoConcepts and 
selected McDuff stores which were unprofitable. Between 
August 1, 1994 and February 28, 1995, we purchased 8.6 
million shares in the open market as part of our 12.5 million 
share repurchase authorization. Additionally, the PERCS™ 
were ‘‘called’’ in early 1995 to ensure that in excess of three 


million shares would be permanently retired. 


The atmosphere within Tandy today is intense as we 
sharpen our focus on our retail growth 
strategy and hope to continue 


to deliver on the promise! 


: Leu leek 


John V. Roach 
Chairman of the Board and 
Chief Executive Officer, 
Tandy Corporation 
















Radio Shack 











R..i. Shack has delivered on its goal of realizing new growth potential 


by embarking on a bold repositioning strategy. Combining new marketing 
programs, enhanced inventory management and strong motivational 
leadership, the plan is designed to drive profitable sales growth into the 


next century. 


Market Leadership 
No other consumer electronics 
retailer can compare to Radio 
Shack, with 6,600 stores and 
dealers as a distribution system 
for emerging products and 
services. 





Advertising 

A strong advertising message, 
increased use of TV and radio, 
and presence in high-profile 
magazines have expanded 
Radio Shack’s top-of-mind 
awareness. 








Marketing Programs 
New programs like The Repair 
Shop at Radio Shack and 
Radio Shack Gift Express 

build on the “service” image, 
making inroads with new 
customer groups. 








Radio Shack has improved 


gross margin by increasing sales 
in high-margin products that are 


the core of its business, such 
as batteries, telephones, radios, 
speakers, scanners and parts. 


High-Margin Products 


Radio Shack is perhaps the best-known consumer 
electronics retailer in America. This status has been 
achieved with a popular store concept, the industry’s 
broadest geographic coverage and a reputation for service 
that help Radio Shack lead in a number of product 


categories. 


One facet of Radio Shack’s repositioning has been an 
agpressive advertising campaign. The new tagline 


SM)? 


“You’ve got questions. We’ve got answers.™” is central to 
Radio Shack’s message of providing smart solutions to 


America’s electronics, repair and gift-giving needs. 


This theme helps Radio Shack stores capitalize on 
what they do best, positioning them as service outlets 
that “demystify” technology. This makes Radio Shack a 
natural choice as an outlet for emerging services such as 
satellite TV, pagers and cellular phones. 


The repositioning also has included the launch of 
innovative marketing initiatives such as Radio Shack 
Gift Express and the United Against Crime program, 
an alliance of Radio Shack, the National Crime 


Radio Shack 
Sales Mix 1994 





Mi consumer Electronics 
a Parts, Accessories, Specialty Items 
Wy PCs, Peripherals, Software, Accessories 
@ other 


Prevention Council and 
the National Sheriffs’ 
Association. One result of 
the alliance is that it builds 
store traffic by offering free 
crime prevention literature 
at “Answer Centers’ 


You've got 
questions, 


located in every Radio 
Shack store. 


We've got 
answers. 


Radio Shack also 
participates in Tandy 
Technology Scholars, an 
education initiative that 
grants $350,000 annually in 
awards and scholarships to 
outstanding high school 
teachers and students of 
math, science and computer science. 


As recently as 1990, computer products accounted 
for over 25% of sales at Radio Shack. Today, the chain 
has successfully shifted its business so that 
approximately 88% of sales is in high-margin, 
non-computer product categories. The PCs that Radio 
Shack now sells are popular name-brand units from 
leading manufacturers such as AST®, IBM®, 
Packard-Bell® and others. 


Radio Shack also has developed and implemented a 
Customized Replenishment System (CRS) as a key 
element to enhance growth and return on investment. 
CRS tailors specific store inventories to provide the 
products desired and purchased most by customers in 
those stores’ markets. 


Radio Shack Sales & Stores/Dealers 
(Calendar year. Dollars in billions.) $9.9 
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[3 Sales 


cl Stores/Dealers 


6,555 
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Radio Shack has approximately 4,600 company-owned stores and 2,000 dealers. 


The precise re-engineering of inventory initiated 
during 1994 is based on correct identification of 
product mix according to individual store history and 
marketing trends. CRS benefits both customers and 
stores: customers have access to the products they 
want, and stores are able to carry the mix of 
merchandise which will move most profitably. 


The changes at Radio Shack have brought the 
division a fresh, excited attitude and bright new 
potential. Good morale and momentum, while hard 
to measure, can be powerful forces in any business. 


All of these factors have combined to produce 
profit and sales gains at Radio Shack. An aggressive 
expansion plan could add new stores at a rate of 
about 100 per year for the next five years, to reach a 
total of 5,000 company-owned stores by the year 
2000. Many of these new stores will be in major 
metro markets; likely target cities include Chicago, 
New York, Atlanta and Los Angeles. 


Radie Shaek 


You've got questions. We've got answers 





United 
Against 
Crime 


Come in fora 


FREE 


Critne Prevention 
Answer Pack: 
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Computer City 


a City planned to open 24 new stores in 1994 as a continuation 





of its rapid growth strategy. The division surpassed that goal by adding 29 
new stores, including locations in metropolitan New York City and Canada. 
Computer City also achieved its goal of exceeding $1 billion in annual sales 


in 1994. 


More Stores 


About 20-30 new stores are 
planned for 1995. More than 
half of these will be added 
to existing markets to 
strengthen Computer City’s 
presence in those cities. 


Profitability & Growth 


Computer City achieved an 
operating profit in 1994, and 
is positioned to make 
increased contributions to 
Tandy’s overall earnings 
potential. 


Smart Retailing 


Computer City has proven 
adept at managing a format 
that is the essence of retail: 
low margins, high inventory 
turns and astute expense 
control. 


Positive Image 


Colorful new in-store signage 
and upgrade centers, which 
offer prompt, convenient 
installation of computer 
add-ons, are targeted for all 
SuperCenters in 1995. 














Computer City operates SuperCenters, approximately 
23,000 square feet, stocking about 5,000 items of the 
best-selling, name-brand computer hardware, software, 
peripherals, accessories and supplies. 


Computer City Express stores, roughly 10,000 square 
feet, effectively serve smaller markets and supplement 
SuperCenters in larger markets. 


The chain is maturing as it continues to grow. The 
1995 calendar year will be the first in which the chain 
operates with more old stores than new. 


Now in its fourth full year, Computer City’s 
management team is hitting its stride, with a good grasp 
of and ability to manage all of the challenges of the 
computer retail business. Intelligent, effective execution 
of all phases of retailing has been—and will be—key to 
Computer City’s success. 


Computer City 
Sales Mix 1994 


@ Computers 
Peripherals 
®@ Printers 
software 
© other 
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In the fast-moving 
arena of computer 
retailing, inventory 
management is vital 
to guard against an 
overstock of obsolete 
products. Bar coding 
at all phases, along 
with a centralized 
replenishment and 
merchandising 
structure, has allowed 
Computer City to 
maintain a “‘perpetual”’ 
inventory from day one. 
This helps keep a lid on 
obsolescence, shrinkage 
and overstocking (or More fc Ca: Ce WR) 
understocking) of merchandise. 


Computer City’s expertise in this area is just one 
example of how Tandy’s existing infrastructure and 
seasoned retail experience have helped this new 
business achieve such a dynamic startup. With trained 
merchandisers, access to market research and the 
ability to monitor inventory turns in stores from 
company headquarters in Fort Worth, Computer City 
started out with the expertise it takes other startups 
years to acquire. 


Computer City Sales/Store Growth 


(Calendar year. Dollars in billions.) 


$1.2 


[| Sales 
) stores $0.6 


$0.3 | 
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By the end of 1994, arnauiet City had 69 stores in the U.S., Canada and Europe. 


In 1995, the division will launch its Computer City 
Kids program, a special community service initiative 
with the Boys & Girls Clubs of America. In selected 
sites nationwide, Computer City Kids will provide 
practical computer training to disadvantaged youths 
from participating Boys & Girls Clubs. 


Computer City’s 1994 sales approached 
$1.2 billion, helping the chain achieve its stated 
goal of exceeding $1 billion in annual sales in the 
second -fastest time in retail history. Only Sam’s Club™ 
may have achieved a faster startup. 
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You CAN'T MAKE A WRONG DECISION WHEN You Go To THE RIGHT Store! 


Incredible Universe 


E credibte Universe—a unique concept that makes shopping a fun, 
entertaining experience—delivered on its goal with six new “gigastores” in 
1994, each setting records for grand opening attendance and sales. Expansion 
plans for 1995 could almost double the store base, giving Incredible Universe 
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the potential to achieve $1 billion in annual sales in 1996. 


Unique Format 


A reputation for incredible 
selection, value and fun 
gives Incredible Universe 
gigastores considerable 
drawing power and a loyal 
customer base. 


Strong Potential 


With some mature sites 
potentially achieving $80- 
plus million in annual sales, 
each new gigastore can 
make a major contribution to 
Tandy’s revenue potential. 


Upbeat “Culture” 


With the Disney concept of 
customer service as a model, 
the Universe even has its 
own language, where 
customers are “Guests” 

and the store is “The Show.” 





Marketing 


Incredible Universe’s cast 
maintains the excitement by 
creating innovative 
promotions, events and 
attractions that set the chain 
apart from competitors. 


Incredible Universe operates huge 
‘‘sigastores’’—most with 184,000 square feet 
of selling and warehouse space—that offer an 
unmatched selection of the best and brightest 
products available in consumer electronics, 
computers and appliances. Often compared to 
an electronics trade show for their excitement 
and cutting-edge product selection, Incredible 
Universe gigastores offer their customers 
(‘‘Guests’’) a fresh, entertaining experience 
with every visit. 


One of Incredible Universe’s greatest 
strengths is its ability to serve a market 
effectively with just one or two locations. This 
enables Incredible Universe to operate with 
fewer demonstrator units and a more efficient 
backup inventory. Each gigastore serves as its 
own distribution center, saving costly 
warehousing and transportation steps in the 
inventory cycle. 


A Guest entering Incredible Universe will 
encounter a spectacular array of over 85,000 
name-brand products including CDs, 
videotapes, video games, software, computers, 
autosound, home audio, video equipment, 
televisions and major appliances. Product 
displays are inviting and interactive; Guests are 
encouraged to “‘please, play with the 
merchandise!’’ Combining this incredible 
product selection with the gigastores’ 
action-packed environment delivers a shopping 
experience that is fun, entertaining and keeps 
people coming back. 


Statistics bear witness to 
Incredible Universe’s drawing 
power. An estimated 700,000 
Guests visit each gigastore 
annually, and over 70% are 
repeat customers. More than 
50% of the Guests who enter 
Incredible Universe gigastores 
make a purchase, and if you 
bought something at an 
Incredible Universe this 
month, there’s a better than 
20% chance that you'll buy 
again next month. 


Encredible Universe 





performs especially well with A karaoke studio, live-action stage, interactive product displays and a giant stadium-style TV screen 


upper-income demographic 
ranges. This positions 
Incredible Universe favorably 
for sales in emerging products and technologies 
such as digital satellite systems, high-definition 
television, digital recording and the Internet. 


Special promotions, a jazzy advertising style 
and an ever-changing product line keep the 
show appealing and fresh. Participation in 
marketing events such as the Copa Latina soccer 
tournament in Miami, the Phoenix 500 Air 
Race and the Dallas Grand Prix helps the 
division promote its image of high-tech fun. 


Incredible Universe Sales/Store Growth 
(Calendar year. Dollars in millions.) 


$382 


[I Sales 


Rk Stores 


$136 





that shows all the action make the gigastores an exciting, spectacular ‘‘Show.”’ 


Incredible Universe's exciting concept 
has even expanded to keep up with demand: 
the announced gigastore in Houston will have 
20% more space than the first site. Incredible 
Universe has the potential to show a slight 
profit in the near term as more new sites are 
added and existing locations mature. 


Eight more gigastores are planned for 
1995, including announced locations near 
metropolitan New York and Washington, D.C. 
As many as 50 gigastores could be in place by 
the end of the decade. Typical Incredible 
Universe gigastores generate approximately 
$55-$65 million in annual sales in their first 
full year; mature locations may bring in as 
much as $80-$100 million. 
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LOW PRICES ARE OUR STAR ATTRACTION!” 


Infrastructure su 





Tandy Corporation’s focus on retail growth has been 
made possible by a strong, far-reaching infrastructure, 
created to serve and support Tandy’s 6,700 retail outlets 
worldwide and their millions of customers. Through its 
support operations, Tandy achieves the objectives 
necessary for the smooth, successful startup, operation 
and growth of its retail divisions: 


Distribution—15 distribution complexes 
nationwide, plus prompt, reliable 
transportation services 


BVA Repair and service— 128 repair centers, 
backed by a supply of over 1 million parts 


WA International product sourcing —efficient, 
far-reaching capability to obtain product 
directly from manufacturing operations 
worldwide 


/ oe 
Information management— sophisticated 
communication / interpretation of data; a 
leader in utilizing database marketing 


Loss prevention—nationwide network 
helps control inventory shrinkage 





Customer support—telephone “‘help”’ 
lines and parts-ordering services 


Real estate—leasing and other property 
needs for our growing store base 


Employee training—comprehensive sales 






training and product knowledge programs 


Media placement—achieves favorable ad 
rates and positioning 


Superior performance in these areas is vital, and our 
support operations excel in their fields. For example, 
employee training is supplemented by a satellite TV 
network that can transmit sales and product seminars, 
interactive Q&A programs and company news to sites 
throughout the U.S. This infrastructure has helped 
Computer City and Incredible Universe execute their 
impressive rollouts with know-how and support that 
most retail startup companies do not enjoy. 
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Radie Shaek 


Over 6,600 dealers and company-owned 
stores—too many to show on our map! 
About 100 new company-owned stores 
planned for each of the next five years. 

















Now 69 locations worldwide, including Nine gigastores currently open. Eight 


more sites planned by the end of 1995. 
€ Existing Stores 
‘) Announced Future Locations 


Canada and Europe. Adding 20-30 or 
more new stores in 1995. 
“Existing Stores 

~wy Announced Future Locations 13 
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Management’s Discussion and Analysis of Results of Operations and 


Financial Condition 


Tandy Corporation (‘“Tandy”’ or the ““Company’’) 
changed its fiscal year end from June 30 to December 31 ef- 
fective December 31, 1992. 

The following Management’s Discussion and Analysis of 
Results of Operations and Financial Condition compares the 
year ended December 31, 1994 with the years ended Decem- 
ber 31, 1993 and June 30, 1992. Although the years ended 
December 31, 1993 and June 30, 1992 end at different times 
of the year, management believes that the seasonality of the 
retail business relating to Christmas is so significant that it 
would distort trends and related percentage comparisons to 
sales for the readers if a full year’s results were compared to 
the six-month transition period ended December 31, 1992. 
Information for the six months ended December 31, 1992 is 
included in the tables herein for informational purposes only. 
Significant events occurring during such period are described 
in the respective sections below. 


Net Sales and Operating Revenues 


Six 
Months Year 
Year Ended Ended Ended 
Dec. 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Radio Shack ........ $2,853,985 $2,712,973 $1,475,968 $2,761,050 
Tandy Name Brand .. 440,365 486,258 349 133 586,436 
Incredible Universe .. 381,682 136,119 34 249 — 
Computer City ...... 1,184,152 626,222 187,745 94,231 


4,860,184 3,961,572 2,047,095 3,441,717 
Import/Export and 


Other: Sales: ... ccccecece oss 83,495 140,979 114,054 207,567 
$4,943,679 $4,102,551 $2,161,149 $3,649,284 


For the year ended December 31, 1994, Tandy’s sales in- 
creased 21% to $4,943 ,679,000 from $4,102,551,000 for the 
year ended December 31, 1993. The increase in sales was pri- 
marily attributable to the addition of six Incredible Universe® 
and 29 Computer City® stores during 1994. A net increase of 
45 company-owned Radio Shack® stores also contributed to 
the sales increase. Partially offsetting these upward trends in 
sales was an overall decline in sales for Tandy Name Brand. 
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This decline can be partially attributed to the fact that 110 
McDuff® and VideoConcepts® stores were closed during Feb- 
ruary 1993. See ‘Provision for Restructuring’’ below for fur- 
ther discussion of Tandy Name Brand. 

Tandy posted a 5% same store sales increase with all di- 
visions showing same store increases during the year. Radio 
Shack and Computer City achieved same store sales increases 
of 5% while the Tandy Name Brand group was only up 
slightly. Radio Shack same store sales increases continue to be 
attributable to its focus on its core business (i.e. consumer 
electronics, cellular telephones, parts and accessories) which 
have higher margins versus personal computers which have 
smaller margins. Incredible Universe, with three old stores, 
experienced a 20% comparable store sales gain during calen- 
dar 1994. Same store sales increases reflect growing demand 
for consumer electronics amid a strong economy. 


During 1994, Tandy and InterTAN Inc. (‘‘InterTAN’’) 
entered into a new import/export agreement under which 
Tandy’s A&A operations would act as InterTAN’s agent in 
importing consumer electronics from the Far East. Commenc- 
ing in March 1994, only the purchasing agent commission 
and sales made by Tandy manufacturing plants to InterTAN 
were recorded as sales. InterTAN purchases from third parties 
through A&A are no longer recorded as sales, reflecting the 
arrangement under the new merchandise agreement; how- 
ever, commission income is reported as operating revenue. 
Accordingly, reported sales by Tandy to InterTAN in 1994, re- 
flected in Import/Export and Other Sales, were considerably 
lower than in 1993; however, the earned income relating 
thereto was not materially different. See the discussion in the 
“Inter[AN Update”’ found below. 

For the year ended December 31, 1993, overall sales 
grew 12% to $4,102,551,000 as compared to $3,649,284,000 
for the fiscal year ended June 30, 1992. This increase was pri- 
marily due to the opening of three Incredible Universe stores 
and the expansion of the Computer City store chain. Com- 
puter City sales increases were the result of 25 additional 
stores since June 30, 1992 and comparable store sales gains at 
old stores in excess of 30% for the year ended December 31, 
1993. Tandy Name Brand experienced a sales decrease in cal- 
endar 1993 as compared to the June 1992 fiscal year. This de- 


Sales Percentage by Division 
(Calendar year.) 


i Other 

MB Radio Shack 
incredible Universe 
ie. Computer City 





crease was primarily a result of the closing of 110 McDuff and 
VideoConcepts stores in February 1993. This decline was off- 
set by the addition of three Incredible Universe stores. The 
first two Incredible Universe stores were opened in the fall of 
1992 and the third was added in the fall of 1993. Shipments 
to InterTAN decreased for calendar year 1993 as compared to 
the fiscal year ended June 30, 1992. On a comparable store 
basis, Radio Shack’s sales increased slightly during the year 
ended December 31, 1993, as compared to the fiscal year 
ended June 30, 1992. A moderate increase in sales of Radio 
Shack’s core business was offset by a decline in sales of per- 
sonal computers through the Radio Shack division. 

The decrease in Radio Shack’s computer business reflects 
the impact of sharply lower pricing in response to competitive 
pressures in the marketplace. The changing dynamics of the 
personal computer business had a significant impact on Radio 
Shack’s performance during 1993 and fiscal 1992, and toa 
lesser extent in 1994. A combination of shifts in competitive 
retail distribution to superstores and telemarketing combined 
with rapidly declining prices has taken the computer category 
from approximately 17.0% of Radio Shack’s sales with a gross 
profit of approximately 29.0% in the year ended June 30, 
1992, to approximately 12.0% of sales and a gross profit of 
approximately 13.7% for the year ended December 31, 1994. 
Radio Shack’s extensive assortment of electronic parts, acces- 
sories and specialty items differentiates it from other con- 
sumer electronics retailers in the marketplace. The 
accompanying table shows the breakdown by major category 
of Radio Shack sales. 


Radio Shack Sales to Customers 


Percent of Total Sales 


Six 
Months Year 
Year Ended Ended Ended 
December 31, Dec. 31, June 30, 
Class of Products 1994 1993 1992 1992 
Consumer electronics .... 45.4% 44.6% 46.1% 43.9% 


Electronic parts, 
accessories and 
specialty equipment .... 36.0 36.1 35.4 34.4 

Personal computers, 
peripherals, software 
and accessories ........ 12.0 14.2 14.3 l 

OQeher gata. cs aisttwiessee os 6.6 a! 4.2 


100.0% 100.0% 100.0% 100.0% 


> ~— 
I © 








Retail Outlets 


Avg. 
Store 


Size Dec. 31, Dec. 31, Dec. 31, June 30, 
(Sq. Ft.) 1994 1993 1992 1992 


Radio Shack 
Company -owned 2350  4:598 4:553 4,558 4,553 
Dealer/ Franchise N.A. 2,005 2,002 2,122 2,203 
6,603 6,555 6,680 6,756 
Tandy Name Brand 
McDuff 
Supercenters ‘”.. 12,300 71 75 150 151 
McDuff / 
VideoConcepts 
Mall Stores“ ... 3,100 219 231 266 266 
The Edge in 
Electronics ..... 1,100 16 16 16 16 
Computer City 
SuperCenters ..... 22,800 69 40 20 15 
Incredible 
Universe 33 3275000 184,000 9 3 2 


3843654548 
6,987 6,920 7,134 7,204 


(1) In the first quarter of 1995, 151 VideoConcepts, 30 McDuff mall 
stores and 19 McDuff Supercenters will be closed. In addition, 33 
other mall stores or Supercenters will be converted into Radio Shack 
or Computer City Express™ stores. See ‘‘Provision for Business 
Restructuring.” 
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Gross Profit 


Gross profit as a percent of sales declined in 1994 to 
39.0% from the 1993 level of 41.9%. This decrease reflects 
the continued expansion of Tandy’s lower gross margin retail 
formats. During calendar year 1994, Computer City and In- 
credible Universe represented 31.7% of total sales and operat- 
ing revenues compared to 18.6% of the 1993 total. Offsetting 
the mix of business shift within Tandy are the increasing gross 
margins in Radio Shack in calendar 1994, which continue to 
benefit from a lower percentage of sales related to low margin 
computer equipment and a higher percentage associated. with 
the sale of higher gross margin categories including parts, ac- 
cessories and consumer electronics. Management anticipates 
that Tandy’s consolidated gross profit percentage will con- 
tinue to decline as the effects of the Computer City and In- 
credible Universe expansion are increasingly reflected in the 
gross profit mix. 

Gross profit as a percent of sales and operating revenues 
for the year ended December 31, 1993 was 41.9% as com- 
pared to 43.5% for the six months ended December 31, 

1992, and 47.2% for the fiscal year ended June 30, 1992. 
The decline, in part, reflects the faster growth of new high- 
volume formats such as Computer City and Incredible Uni- 
verse which have inherently lower gross margins than Radio 
Shack stores. Combined Computer City and Incredible Uni- 
verse sales contributed 18.6%, 8.9%, and 2.6% to consoli- 
dated sales in the year ended December 31, 1993, the six 
months ended December 31, 1992 and the year ended 

June 30, 1992, respectively. Competitive pressures in name 
brand electronics retailing decreased Tandy Name Brand’s 
gross margins in each of the periods ended December 31, 
1993 and 1992 and June 30, 1992. Additionally, gross margins 
were impacted in the Tandy Name Brand units by the 
increasing percentage of sales related to the lower margin 
computer category. 


Summary of Selling, General 
and Administrative 


1993 


Selling, General and Administrative Expenses 


Selling, general and administrative expenses (“‘SG&A’’) 
as a percent of sales and operating revenues for the year 


ended December 31, 1994 declined from the year ended De- 


cember 31, 1993, as well as from the year ended June 30, 
1992 and from the six months ended December 31, 1992. 
The accompanying table summarizes the breakdown of vari- 
ous components of SG&A and their related percentage of 
sales and operating revenues. The lower SG&A percentage re- 
flects the lower costs relative to net sales and operating reve- 
nues of the Company’s newer retail formats, as well as lower 
operating costs achieved through cost reduction programs. 

Specific items impacting year-to-year comparisons are: 
(1) for the year ended December 31, 1993, foreign currency 
transactions include a $1,796,000 realized loss on the sale of 
the cellular joint ventures; (2) other expenses in calendar 1993 
are net of a gain of $6,047,000 on the sale of the cellular joint 
ventures, and (3) in fiscal year 1992, the sales of a Japanese 
subsidiary, the assets of which were primarily real estate, re- 
sulted in the recording of a gain of $12,093,000 in other 
SG&A and a foreign currency gain of $6,894,000. The 
Company’s exposure to foreign currency fluctuations has de- 
creased significantly with the divestiture of the European mar- 
keting operations. 

Although payroll and commissions expense has increased 
in dollars, this cost has decreased as a percent of sales and op- 
erating revenues in the year ended December 31, 1994 as 
compared to the year ended December 31, 1993 and the fiscal 
year ended June 30, 1992. This is due to the increase in Com- 
puter City and Incredible Universe sales as a percentage of 
total sales and operating revenues from 2.6% in fiscal 1992 to 
31.7% in 1994; these divisions have an inherently lower salary 


Six Months Ended Year Ended 
December 31, June 30, 
1992 1992 
% of % of % of 
Sales & Sales & Sales & 


(In thousands) Dollars Revenues Dollars Revenues Dollars Revenues Dollars Revenues 


Year Ended 
Expenses December 31, 
1994 
% of 
Sales & 
Payroll and 
COMMISSIONS 40's axaieee 5 $ 627,307 12.7 % $ 554,728 
AAVeRtising eo diich cert. 224,212 4.5 205,831 
RGAE Peron. ay outta ste tatetens 212,422 4.3 202,401 
Omer taxes: iccrvovis vars c : 89,488 1.8 79,508 
Utilities and telephone ... 67,398 1.4 62,437 
INSOfANCe iaiaias wae does 51,090 1.0 45,373 
Stock purchase and 
savings plans ........... 21,031 0.4 17,562 
Foreign currency 
transaction pains ........ (1,495) _ (762) 
OHG? 5 soncecics cuatedun Oah 184,392 3.8 131,684 
SEDTOCAL cL eo eeteatee 1,475,845 29.9 1,298,762 
Credit operations ......... 56,828 Eos! 55,914 
$1,532,673 31.0% $1,354,676 
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13.5 % $288,057 13.3 % $ 534,779 14.7 % 
5.0 150,374 7.0 239,352 6.6 
4.9 105,328 4.9 204,673 5.6 
1.9 38,198 1.8 73,701 2.0 
1.5 31,197 1.4 61,468 1.7 
1.1 26,301 1.2 44,427 1.2 

4 7,749 3 15,396 A 
== (3,065) (.1) (10,642) (.3) 

3.3 78,845 3.6 119,893 3.3 

31.6 722,984 33.4 1,283,047 35.2 
1.4 38,815 1.8 59,073 1.6 

33.0 % $761,799 35.2 % $1,342,120 36.8 % 


structure when compared to Radio Shack. In addition, Com- 
puter City payroll expense as a percent of Computer City sales 
has decreased from 1993 to 1994, while that of the other retail 
divisions has remained approximately the same from year to 
year. 

Advertising costs have decreased as a percent of sales and 
operating revenues in the year ended December 31, 1994 as 
compared to the year ended December 31, 1993 and the fiscal 
year ended June 30, 1992. Management has focused its efforts 
on more efficient advertising methods for Radio Shack utiliz- 
ing the Company’s database of customer activity to reduce 
costs while maintaining market awareness. Advertising costs 
increased in dollars compared to the prior year as new Com- 
puter City and Incredible Universe stores opened and Radio 
Shack shifted its marketing program to electronic media. The 
Company currently spends approximately 30% of its advertis- 
ing funds for television and radio commercials, compared to 
20% in previous years. Radio Shack’s advertising spots have 
been shifted from sports-related events to prime-time shows 
in order to reach a broader audience. 

Rent expense has increased slightly in dollars but 
decreased as a percent of sales during the year ended 
December 31, 1994 as compared to the year ended 
December 31, 1993. The increase in rent expense is due to a 
net increase of 45 Radio Shack stores and the addition of 29 
Computer City stores and six Incredible Universe stores. In- 
credible Universe and Computer City formats typically have 
lower rent, as a percent of sales, than Tandy overall. As a per- 
cent of sales, rent decreased from fiscal 1992 in comparison 
with that for the year ended December 31, 1993 resulting in 
part from Computer City’s lower rent to sales ratio. 

Other SG&A costs have increased over that of the prior 
year due to several factors, including an increase in discount 
fees paid to third party bank cards because of both increased 
sales in the Computer City and Incredible Universe formats 
and an increase in credit card sales as a percent of sales. Fur- 
ther, Radio Shack merchandise repair expense increases of 
$8,261,000 primarily reflected an increase in extended service 
plan sales. The change in other SG&A also reflects the 
$6,047,000 gain noted above on the 1993 sale of the 
Company’s interests in two cellular telephone manufacturing 
joint ventures and an increase in legal and attorney fees of 
$4,671,000 in 1994. 

The Company’s credit operations have been successful in 
supporting sales of the retail operations. Private label credit 
cards represented 35% of credit sales for the year ended 
December 31, 1994, 34% for the year ended December 31, 
1993, 36% for the six months ended December 31, 1992 and 
43% in fiscal 1992. This decline in the percentage from 1992 
results from increased sales through the Computer City and 
Incredible Universe stores which have a lower percentage of 
private label credit card usage. Expenses associated with the 
credit card operations, which are included in SG&A expense, 
have decreased as a percent of sales due to a decrease in credit 
losses reflecting a stronger economy. As discussed more fully 
in Note 3 of the Notes to Consolidated Financial Statements, 


the Company has sold its Computer City and Incredible Uni- 
verse private label credit card portfolios and expects in the 
first half of 1995 to sell its Radio Shack and McDuff private 
label credit card portfolios. Once completed, the Company 
will no longer incur bad debt expense or servicing costs associ- 
ated with its private label credit cards. In 1995, the Company 
will begin to receive a fee from the unrelated third party 
financer of its private label credit card portfolio balance for 
the generation of normal interest bearing accounts, and will 
pay a fee for the generation of special purpose promotional 
accounts, such as ‘‘zero percent interest for twelve months’’ 
programs. See Note 3 of the Notes to Consolidated Financial 
Statements for further discussion of the Company's pending 
disposition of its credit operations. 


Depreciation and Amortization 


Depreciation and amortization expense as a percent of 
sales and operating revenues decreased slightly in the year 
ended December 31, 1994 as compared with the year ended 
December 31, 1993 and the fiscal year ended June 30, 1992. 
The dollar amount of depreciation and amortization expense 
for the year ended December 31, 1994 increased 6% over the 
dollar amount for the year ended December 31, 1993 and 
14% over that for the year ended June 30, 1992. The increase 
is due to additional capital expenditures related to the six In- 
credible Universe stores added in 1994, and the addition of 
29 Computer City stores this year. Three Incredible Universe 
stores and 25 Computer City stores were added from June 30, 
1992 to December 30, 1993, thereby increasing depreciation 
and amortization from fiscal 1992 to calendar 1993. 


Net Interest (Income) / Expense 


Net interest income was $48,565,000 for the year ended 
December 31, 1994, $25,831,000 for the year ended De- 
cember 31, 1993 and $24,245,000 for the fiscal year ended 
June 30, 1992. Interest income in all three years is primarily 
attributable to the Company’s credit card operations; how- 
ever, in fiscal 1994 the Company also received interest income 
from the IRS reflecting the settlement of outstanding tax is- 
sues of approximately $9,582,000, and interest income earned 
on notes receivable from AST Research Inc. and InterTAN 
which approximated $5,724,000 and $8,280,000, respectively. 
Increased short-term investments resulted from proceeds re- 
ceived from the divestiture of discontinued manufacturing 
and marketing operations, as well as from cash provided by 
operating activities. Interest income as it relates to the AST 
Research Inc. and InterTAN notes receivable is expected to 
continue in fiscal 1995. See further discussion on notes receiv- 
able in the ‘‘InterTAN Update”’ and ‘‘Discontinued Opera- 
tions’’ sections of Management’s Discussion and Analysis 
below. 

Interest income from credit operations was $46,868,000 
for the year ended December 31, 1994, $57,401,000 for the 
year ended December 31, 1993 and $62,307,000 for the fiscal 
year ended June 30, 1992. Interest income from the credit 
card company has decreased in the last three years as a result 
of increased use of certain special sales promotions and mar- 
keting initiatives, some of which provide for no interest 
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charges for specified initial periods. The decline in average 
credit card receivables results from increased payments from 
credit customers reflecting the overall improvement in the 
economy and a desire by consumers to shift debt to lower in- 
terest rate instruments. Due to the December 1994 sale of the 
Computer City and Incredible Universe credit card portfolios, 
the Company will no longer include any interest income from 
these portfolios. Since the sale, at net book value, of the 
Radio Shack and McDuff portfolios is contingent upon and 
subject to regulatory and rating agency approvals, the Com- 
pany will continue to include interest income from these port- 
folios until final approval is received and the sale is 
completed. This sale is expected to close in the first half of 
199). 

The decrease in interest expense for the year ended 
December 31, 1994 as compared to the years ended De- 
cember 31, 1993 and June 30, 1992 is due to the decrease of 
total debt and lower U.S. interest rates. Short-term debt has 
decreased 41% and long-term debt has decreased 18% from 
December 31, 1993 due to the repayment of debt such as 
subordinated debentures, medium-term notes and commer- 
cial paper. The Company expects overall interest expense to 
increase in 1995 as compared to interest expense in 1994. As 
the Company receives cash proceeds from the sale of its credit 
operations it will apply a significant portion of such proceeds 
to the repayment of short-term debt, for store expansion and 
to fund its 12,500,000 share repurchase program, of which 
approximately 5,000,000 shares had been purchased as of De- 
cember 31, 1994. 


Provision for Business Restructuring 


In December 1994, the Company adopted a business re- 
structuring plan to close or convert 233 of the 306 Tandy 
Name Brand stores. Closed stores will include 151 VideoCon- 
cepts, 30 McDuff mall stores and 19 McDuff Supercenters. 
Thirty-three other mall stores or McDuff Supercenters will be 
converted to Radio Shack or Computer City Express stores. It 
is anticipated that a majority of these planned closures will be 
completed by the end of the first quarter of 1995. Approxi- 
mately 57 McDuff Supercenters and 16 The Edge in Electron- 
ics stores will remain open and will become part of the 
Specialty Retail Group of Radio Shack. A pre-tax charge of 
$89,071,000 was taken in the fourth quarter of fiscal 1994 re- 
lated to the closing and conversion of these stores. The com- 
ponents of the restructuring charge and an analysis of the 
amounts charged against the reserve are outlined in a table in 
Note 4 of the Notes to Consolidated Financial Statements. 

The lease obligations, termination benefits and conver- 
sion of 33 stores will require cash outlays, most of which are 
expected to be made during 1995. The cash outlays will be fi- 
nanced by operating cash flows. Management anticipates that 
pre-tax operating losses during the period of store closures 
will approximate $6,000,000 to $8,000,000 (unaudited). 
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Sales and operating revenues associated with the closing 
of Tandy Name Brand stores were approximately 
$261,990,000 (unaudited) and $271,914,000 (unaudited) for 
calendar years 1994 and 1993, respectively, and operating 
losses approximated $18,125,000 (unaudited) and 
$15,342,000 (unaudited) for calendar 1994 and 1993, respec- 
tively. During the fiscal year ended June 30, 1992, sales and 
operating revenues and operating losses from the closing 
stores were approximately $254,531,000 (unaudited) and 
$10,169,000 (unaudited), respectively. The results of the clos- 
ing stores for the six months ended December 31, 1992 are 
not presented because, due to the seasonal nature of the 
stores’ operations, such results would not be comparable to 
any of the twelve-month results for the other periods pre- 
sented. In conjunction with this restructuring, 1,425 (unau- 
dited) employees will be terminated, most of which are store 
employees and managers. As of December 31, 1994, no em- 
ployees had been terminated and, accordingly, no termination 
benefits had been paid. 

The Company adopted a plan resulting in business 
restructuring charges during the six months ended De- 
cember 31, 1992 designed to improve the Company’s com- 
petitiveness and future profitability. The pre-tax charge of 
$48,000,000 related primarily to the closing of 110 of the 
then 432 Tandy Name Brand stores, mainly McDuff Super- 
centers in major market areas and, to a lesser extent, the elim- 
ination of certain product lines. Some product lines were 
reduced or eliminated after consideration of competitive fac- 
tors and market trends. These stores were closed in the first 
quarter of 1993. 


Gain on Sale of Credit Operations and Extended 
Service Contracts 

In December 1994 the Company entered into an agree- 
ment with SPS Transaction Services, Inc., a majority-owned 
subsidiary of Dean Witter, Discover & Company (‘‘SPS’’) to 
sell its Computer City and Incredible Universe private label 
credit card portfolios without recourse. As a result of the 
agreement, in which Tandy received cash of $85,764,000 and 
will receive a deferred payment of $179,777,000, the Com- 
pany recognized a gain of $35,708,000 in the accompanying 
Consolidated Statements of Income. The deferred payment 
amount does not bear interest. Principal will be paid monthly 
with the total principal amount of $179,777,000 due over a 
twelve month period. The Company has discounted the de- 
ferred payment by $3,477,000 to yield approximately 5% 
over the twelve month payout period. As a result, the dis- 
counted deferred payment amount of $176,300,000 is classi- 
fied as current in the accompanying Consolidated Balance 
Sheet at December 31, 1994. The Company also signed a let- 
ter of intent to sell its Radio Shack and McDuff private label 
credit card portfolios at net book value and without recourse 
to SPS in 1995, including the rights to the securitized ac- 
counts (see Note 6 of the Notes to Consolidated Financial 
Statements). The agreement for the sale of McDuff and Radio 


Shack portfolios was completed in January 1995, subject only 
to regulatory and rating agency approval which should be 
forthcoming in the first half of 1995. Tandy anticipates receiv- 
ing approximately $290,000,000 (unaudited) cash and a de- 
ferred payment approximating $80,000,000 (unaudited), on 
terms similar to the deferred payment arrangement men- 
tioned above. 

Tandy National Bank (‘the Bank’’), a limited purpose 
nationally chartered credit card bank, was established on 
May 11, 1994. The Bank, a wholly-owned subsidiary of Tandy, 
was created to operate the private label consumer credit card 
programs for Tandy. All new accounts approved after May 12, 
1994 were originated and owned by the Bank. After the 
Company’s sale of all of the private label credit card portfo- 
lios, the Bank will cease operations. 

Effective December 1994, the Company transferred all of 
its existing obligations with respect to extended service con- 
tracts in force at December 31, 1994, with the exception of 
certain contracts aggregating approximately $7,734,000, to an 
unrelated third party. The unrelated third party contractually 
assumed all of the Company’s legal obligations and risk of 
future loss pursuant to the extended service contracts in ex- 
change for $75,059,000, of which $70,702,000 was paid 
in December 1994 and $4,357,000 was paid in February 
1995. As a result, the Company has recognized a gain of 
$55,729,000 associated with this transaction in its accompany- 
ing Consolidated Statements of Income. The Company will 
continue to provide repair services to customers who tender 
products pursuant to the extended service contracts on a 
non-exclusive basis. The unrelated third party will pay the 
Company competitive market rates for repairs on products 
tendered pursuant to the extended service contracts. 

The Company will continue to sell extended service con- 
tracts on behalf of the unrelated third party and will receive a 
commission upon the sale. The commission will be recog- 
nized as commission income at the time of sale. 


Provision for Income Taxes 


The effective tax rate for the year ended December 31, 
1994 was 37.6% and was 37.1% for the year ended De- 
cember 31, 1993. The higher effective tax rates for these two 
years as compared to 36.2% for the year ended June 30, 1992 
reflects the impact of the increase of the federal tax rate to 
35% from 34% which was effective January 1, 1993. The ef- 
fective tax rate for the six-month period ended December 31, 
1992 was 34.2%. This lower effective rate reflects the success- 
ful resolution of certain IRS examinations during the period. 

The IRS Dallas field office is reviewing the Company’s 
1987-1989 tax returns. The review in Dallas could lead to re- 
ferral to the IRS National office. The resolution of this matter 
could result in additional taxes and interest to the Company 
related to the spin-off of InterTAN and raises questions about 
the private letter rulings issued by the IRS regarding the spin- 
off and certain other tax matters. Although aggregate addi- 
tional taxes involved in these transactions could potentially 
range from $0 to $46 million, based on the advice of the 
Company’s independent tax advisors, the Company believes 
it would prevail if any tax litigation had to be instituted. Any 
ultimate tax assessment would also include interest. In any 


event, the Company believes the ultimate resolution would 
have no material impact on the Company’s financial 
condition. 

Financial Accounting Standard No. 109, ‘‘Accounting 
for Income Taxes’’, which the Company adopted January 1, 
1993, is discussed in Note 12 of the Notes to Consolidated Fi- 
nancial Statements. 


Discontinued Operations 

On June 25, 1993, the Board of Directors of Tandy 
adopted a formal plan of divestiture under which the Com- 
pany would sell its computer manufacturing and marketing 
businesses, the O’ Sullivan Industries, Inc. (“‘O’Sullivan’’) 
ready-to-assemble furniture manufacturing and related mar- 
keting business, the Memtek Products division and the Lika 
printed circuit board business. 

Computer Manufacturing. The Company closed the sale 
of the computer manufacturing and marketing businesses to 
AST Research, Inc. (‘‘AST’’) on July 13, 1993. In accordance 
with the terms of the definitive agreement between Tandy 
and AST, Tandy received $15,000,000 upon closing of the 
sale. The balance of the purchase price of $90,000,000 is pay- 
able by a promissory note. The principal amount of this 
promissory note is payable by July 12, 1996; interest is accrued 
and paid annually. The interest rate on the promissory note is 
currently 4.94% per annum and is adjusted annually, not to 
exceed 5% per annum. The terms of the promissory note 
stipulate that the outstanding principal balance may be paid 
at maturity at AST’s option in cash or the common stock of 
AST. However, at Tandy’s option not more than 50% of the 
initial principal balance may be paid in common stock of 
AST. The promissory note is supported by a standby letter of 
credit in the amount of the lesser of $100,000,000 or 70% of 
the outstanding principal amount of the promissory note. At 
December 31, 1994, the standby letter of credit approximated 
$67,704,000. 

In October 1993, the Company sold its computer mar- 
keting operations in France to AST, together with certain 
other multimedia assets and additional Swedish inventory, in 
return for an increase in the principal amount of the promis- 
sory note described above to $96,700,000. The Company has 
discounted this note by $2,000,000 and the discount will be 
recognized as interest using the effective interest rate method 
over the life of the note. 

Memtek Products. On November 10, 1993, the 
Company executed a definitive agreement with Hanny Mag- 
netics (B.V.I.) Limited, a British Virgin Islands corporation 
(‘‘Hanny’’), to purchase certain assets of the Company’s 
Memtek Products operations, including the license agreement 
with Memorex Telex, N.V. for the use of the Memorex trade- 
mark on licensed consumer electronics products. This sale 
closed on December 16, 1993. Hanny ts a subsidiary of 
Hanny Magnetics (Holdings) Limited, a Bermuda corpora- 
tion, listed on the Hong Kong Stock Exchange. Proceeds 
from this sale aggregated $69,602,000. The $7,102,000 re- 
ceivable which remained at December 31, 1993 was paid in 
1994. 
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O'Sullivan Industries. On January 27, 1994 the 
Company announced that it had reached an agreement with 
the underwriters to sell all the common stock of O'Sullivan 
Industries Holdings, Inc., the parent company of O’ Sullivan, 
to the public at $22 per share. The net proceeds realized 
by Tandy in the initial public offering, together with a 
$40,000,000 cash dividend from O'Sullivan, approxi- 
mated $350,000,000. The initial public offering closed 
on February 2, 1994. 


Tandy has recognized income of approximately 
$4,399,000, net of tax, during the year ended December 31, 
1994, pursuant to a Tax Sharing and Tax Benefit Reimburse- 
ment Agreement between Tandy and O’ Sullivan under which 
Tandy receives payments from O’ Sullivan approximating the 
federal tax benefit that O’ Sullivan realizes from the increased 
tax basis of its assets resulting from the initial public offering. 
The higher tax basis increases O’Sullivan’s tax deductions 
and, accordingly, reduces income taxes payable by O’ Sullivan. 
These payments will be made over a 15-year time period and 
are contingent upon O’Sullivan’s taxable income each year. 
The Company is recognizing these payments as additional 
sale proceeds and gain in the year in which the payments be- 
come due and payable to the Company pursuant to the Tax 
Sharing and Tax Benefit Reimbursement Agreement. The ad- 
ditional gain is recorded as a reduction of SG&A expense in 
the accompanying Consolidated Statements of Income. 

Lika. On October 11, 1994, Tandy sold the assets used 
in its Lika® printed circuit board division to Viktron Limited 
Partnership, an Illinois limited partnership. The proceeds 
from the sale and liquidation of assets approximated 
$16,380,000 which included $7,754,000 in cash, proceeds 
from liquidation of retained assets of $5,594,000 and secured 
promissory notes for $3,032,000. 

In connection with the computer manufacturing sale, 
the Memtek Products sale and the Lika sale, the Company 
agreed to retain certain liabilities primarily relating to war- 
ranty obligations on products sold prior to the sale. Man- 
agement believes that accrued reserves, as reflected on its De- 
cember 31, 1994 balance sheet, are adequate to cover esti- 
mated future warranty obligations for the products. 


Cash Flow and Liquidity 


Six 
Months Year 
Year Ended Ended Ended 
Dec. 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Operating activities .... $268,938 $322,294 $13,680 $146,782 
Investing activities .... 239,085 (52,149) (90,171) (102,190) 
Financing activities .... (515,625) (169,536) 82,663 (124,431) 
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Tandy’s cash flow and liquidity, in management’s opin- 
ion, remains strong. During the year ended December 31, 
1994, cash provided by operations was $268,938,000 as com- 
pared to $322,294,000 for the year ended December 31, 

1993. The decreased cash flow from operations was due par- 
tially to the financing of receivables and inventories related to 
the expansion of Computer City and Incredible Universe store 
chains. The increase of $261,071,000 in cash used to fund ac- 
counts receivable was due primarily to the increase in Tandy 
Credit receivables related to increased retail sales by Com- 
puter City and Incredible Universe and the use of certain spe- 
cial sales promotions and marketing initiatives, some of which 
provide for no interest charges for specified initial periods. In- 
ventory required $156,129,000 more cash in 1994 than in 
1993. The increase in inventory during 1994 related to new 
store openings and increases in average inventory to ensure 
in-stock positions throughout the Christmas selling season. 
Partially offsetting the cash used to finance receivables and in- 
ventory were the sale of the Computer City and Incredible 
Universe private label credit card portfolios which provided 
cash of $85,764,000 as well as increases in accounts pay- 

able, accrued expenses and income taxes which provided 

$184 017,000 more cash in 1994 than in 1993. The 1994 in- 
crease in accounts payable, accrued expenses and income taxes 
is net of the cash expended, approximating $70,702,000, as- 
sociated with the transfer of the legal obligation and risk of 
loss for existing extended service contracts to an unrelated 
third party. 

During the year ended December 31, 1993, cash pro- 
vided by operations was $322,294,000 as compared to 
$146 ,782,000 for the fiscal year ended June 30, 1992. The in- 
creased cash flow from operations in calendar 1993 compared 
to fiscal year ended June 30, 1992 was due partially to receiv- 
ables which provided $30,133,000 in cash in 1993 but used 
$121,719,000 in 1992. The decline in accounts receivable in 
1993 versus 1992 was due to the liquidation of receivables re- 
lated to the divested operations and lower consumer receiv- 
ables related to the Company’s private label credit card 
portfolio. The latter reason reflects consumers’ desires to liq- 
uidate debt with higher interest rates and the overall im- 
proved economy. Inventory required less cash in calendar 1993 
than in fiscal 1992. 

Investing activities involved capital expenditures primar- 
ily for retail expansion totaling $180,559,000 for the year 
ended December 31, 1994, $129,287,000 for the year ended 
December 31, 1993 and $127,495 ,000 for the year ended 
June 30, 1992. Proceeds from the sale of property, plant and 
equipment in 1994 resulted primarily from a sale-leaseback 
transaction involving certain Incredible Universe stores which 
netted the Company $52,719,000 in cash. Proceeds received 
from the sale of divested operations totaled $359,004,000 and 
$111,988,000 during the years ended December 31, 1994 and 
1993, respectively. See ‘‘Discontinued Operations.” Investing 
activities in 1993 also included $31,663,000 for the purchase 
of Inter[TAN’s bank debt and the extension and funding of a 
working capital line of credit. See ‘‘InterTAN Update’’ for 
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further information. Future store expansions and refurbish- 
ments and other capital expenditures are expected to approxi- 
mate $180,000,000 to $200,000,000 per year over the next 
two years and will be funded primarily from available cash, 
cash flow from operations and proceeds from the sale of the 
private label credit card portfolios. 

Purchases of treasury stock used cash of $275,415 ,000, 
$27,650,000 and $527,773,000 in 1994, 1993 and fiscal 1992, 
respectively. Increases in treasury stock purchases in 1994 re- 
lated primarily to the share repurchase program. See ‘‘Capital 
Structure and Financial Condition’”’ for further discussion. Fi- 
nancing activities in fiscal 1992 included the February 1992 
sale of $2.14 Depositary Shares of the Company’s Series C 
Preferred Equity Redemption Convertible Stock (‘‘PERCS’’) 
for $429 ,982,000 and the subsequent purchase of common 
stock with such proceeds. Sales of treasury stock to the Com- 
pany’s Stock Purchase Program generated cash of 
$41,579,000, $42,067,000 and $49,590,000 in 1994, 1993, 
and fiscal 1992, respectively. Dividends paid, net of tax, 
in 1994, 1993 and fiscal 1992 amounted to $74,512,000, 
$74,873,000 and $56,132,000, respectively. The increase in 
dividends since fiscal 1992 is mainly the result of dividends 
paid on the PERCS which were issued in fiscal 1992. As a 
result of the Company calling its PERCS in March 1995, the 
Company will eliminate its dividend payment to the PERCS 
of approximately $32,000,000. However, it will pay upon 
conversion a dividend to the PERCS shareholders of approxi- 
mately $4,815,000. Preferred stock dividends are expected to 
exceed $11,000,000 in 1995. The Company plans to fund the 
preferred stock and common stock dividends with available 
cash and cash flow from operations, as well as from the pro- 
ceeds from the sale of its credit card portfolios. 


In 1994 and 1993, the Company decreased short-term 
borrowings by $110,393,000 and $46,885,000, respectively, 
and increased short-term borrowings by $57,533,000 in fiscal 
1992. The consistent reduction in short-term borrowings has 
been funded primarily by proceeds from the sale of divested 
operations and cash provided by operations. The Company's 
primary source of short-term debt, for which borrowings and 
repayments have been presented net in the Consolidated 
Statements of Cash Flows, consists of short-term seasonal 
bank debt and commercial paper. The commercial paper ma- 
tures within ninety days as does the short-term seasonal bank 


debt. 


Following are the current credit ratings for Tandy Corpo- 
ration, which are investment grade: 


Standard 
Category Moody’s and Poor’s 
Medium Term Notes Baa2 A- 
ESOP Senior Notes Baa2 A- 
Commercial Paper P-2 A-2 


Capital Structure and Financial Condition 


The Company’s balance sheet and financial condition 
continue to be strong. The Company’s available borrowing 
facilities as of December 31, 1994 are detailed in Note 9 of 
the Notes to Consolidated Financial Statements. 

In the fiscal year ended June 30, 1992, the Company is- 
sued 150,000 PERCS shares and used the proceeds of this of- 
fering to purchase $430,000,000 of the Company’s common 
stock for treasury. The PERCS are discussed further in Note 18 
of the Notes to Consolidated Financial Statements. On Janu- 
ary 23, 1995, Tandy announced that it had exercised its right 
to call the issued and outstanding PERCS for conversion on 
March 10, 1995 prior to the mandatory conversion date of 
April 15, 1995. To complete the redemption, the Company 
will issue from treasury stock approximately 11,816,000 shares 
of Tandy Corporation common stock. 

On August 1, 1994, the Company announced that its 
Board of Directors authorized management to purchase up to 
7,500,000 shares of its common stock in addition to shares re- 
quired for employee plans. On December 30, 1994, the 
Board of Directors authorized management to increase the 
share repurchase program to 12,500,000 shares. Purchases will 
be made from time to time in the open market, and it is ex- 
pected that funding of the program will come from existing 
cash, short-term debt and proceeds from the sale of the credit 
card portfolios. At December 31, 1994, approximately 
5,000,000 shares had been repurchased under this program. 

The Company’s issue of 10% subordinated debentures 
due June 30, 1994 was called by the Company on Feb- 
ruary 23, 1994 for redemption on April 1, 1994. The redemp- 
tion was at 100% of face value or $32,431,000. 
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The revolving credit backup facilities to Tandy’s com- 
mercial paper program were renewed in May 1994. These fa- 
cilities are to be used only if maturing commercial paper 
cannot be repaid due to an inability to sell new commercial 
paper. This agreement is composed of two facilities—one for 
$200,000,000 expiring May 1995 and another $200,000,000 
facility expiring in May 1997. Annual commitment fees for 
the facilities are 2/25 of 1% per annum and '!/s of 1% per an- 
num, respectively, whether used or unused. 


In fiscal 1991, the Company filed a shelf registration for 
$500,000,000, of which $400,000,000 was designated for 
medium-term notes, and Tandy Credit Corporation increased 
its medium-term note program by $200,000,000. During fis- 
cal 1991, short-term debt was refinanced by the issuance of 
$155,500,000 in medium-term notes. Tandy’s medium-term 
notes outstanding at December 31, 1994 totaled $73,044,000 
compared to $125,479,000 at December 31, 1993. 

The total debt-to-capitalization ratio was 17.1%, 
22.8%, 27.3% and 23.4% at December 31, 1994, De- 
cember 31, 1993, December 31, 1992 and June 30, 1992, re- 
spectively. This debt-to-capitalization ratio should improve 
further in fiscal 1995 due to the cash proceeds from the sales 
of the credit operations being used to retire debt, fund the re- 
purchase of outstanding common shares into treasury shares 
and other purposes. 

Management believes that the Company’s present bor- 
rowing capacity is greater than the established credit lines and 
long-term debt in place. Management also believes that the 
Company’s cash flow from operations, cash and short-term 
investments and its available borrowing facilities are more 
than adequate to fund planned store expansion and to meet 
debt service and dividend requirements and to fund its share 
repurchase program. 


Inflation 


Inflation has not significantly impacted the Company 
over the past three years. Management does not expect infla- 
tion to have a significant impact on operations in the foresee- 
able future unless global situations substantially affect the 
world economy. 


New Accounting Standards 


The American Institute of Certified Public Accountants 
issued Statement of Position 93-7, ‘Reporting on Advertising 
Costs’’, in December 1993. The statement generally requires 
all advertising costs to be expensed in the period in which the 
costs are incurred or the first time the advertising takes place, 
and is effective for years beginning after June 15, 1994. The 
statement is not anticipated to have any material effect on the 
results of operations or financial condition of the Company. 
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Sale of Joint Venture Interest 


During the quarter ended September 30, 1993, the 
Company entered into definitive agreements with Nokia Cor- 
poration (‘‘Nokia’’) to sell the Company’s interests in two cel- 
lular telephone manufacturing joint ventures with Nokia, 
TMC Company Ltd. located in Masan, Korea, and TNC 
Company located in Fort Worth, Texas. Pursuant to the terms 
of the definitive agreements, the Company received an aggre- 
gate of approximately $31,700,000 for its interests in these 
joint ventures. The Company also entered into a three-year 
Preferred Supplier Agreement pursuant to which it has agreed 
to purchase from Nokia substantially all of Radio Shack’s te- 
quirements for cellular telephones at prevailing competitive 
market prices at the time of the purchase. These operations 
were not part of the overall divestment plan adopted in June 
1993 by the Company’s Board of Directors; therefore, the 
gain on the sale and their results of operations were not in- 
cluded in discontinued operations. 


InterTAN Update 


InterTAN, the former foreign retail operations of Tandy, 
was spun off to Tandy stockholders as a tax-free dividend in 
fiscal 1987. Under the merchandise purchase terms of the 
original distribution agreement, InterTAN could purchase on 
payment terms products sold or secured by Tandy. A&A Inter- 
national (‘‘A&A’’), a subsidiary of Tandy, was the exclusive 
purchasing agent for products originating in the Far East for 
InterTAN. 

On July 16, 1993 InterTAN had an account payable to 
Tandy of approximately $17,000,000 of which $7,600,000 was 
in default. InterTAN’s outstanding purchase orders for mer- 
chandise placed under the distribution agreement with Tandy, 
but not yet shipped, totaled approximately $44,000,000. Be- 
cause InterTAN had defaulted, on July 16 Tandy terminated 
the merchandise purchase terms of the distribution agreement 
and the license agreements. Tandy offered InterTAN interim 
license agreements which expired July 22, 1993, unless ex- 
tended. The agreements were extended on July 23, 1993. 

On July 30, 1993 Trans World Electronics, Inc. (‘“Trans 
World’’), a subsidiary of Tandy, reached agreement with 
InterTAN’s banking syndicate to buy approximately 
$42,000,000 of InterTAN’s debt at a negotiated, discounted 
price. The closing of this purchase occurred on August 5, 
1993, at which time Tandy resumed limited shipments to 
InterTAN and granted a series of short-term, interim licenses 
pending the execution of new license and merchandise agree- 
ments. The debt purchased from the banks has been restruc- 
tured into a seven-year note with interest of 8.64% due 
semiannually beginning February 25, 1994 and semiannual 


principal payments beginning February 25, 1995 (the ‘‘Series 
A’’ note). Trans World provided approximately $10,000,000 
in working capital and trade credit to InterTAN. Interest on 
the working capital loan (the ‘‘Series B’’ note) of 8.11% 1s 
due semiannually beginning February 25, 1994 with the prin- 
cipal due in full on August 25, 1996. Trans World also has 
received warrants with a five-year term exercisable for approx- 
imately 1,450,000 shares of Inter[AN common stock at an ex- 
ercise price of $6.618 per share. As required by an agreement 
with Tandy, InterTAN has registered the warrants under the 
Securities Act of 1933. At December 31, 1994, InterTAN’s 
common stock price, as quoted in the Wall Street Journal, was 
$8.125 per share. The fair market value of the warrants at De- 
cember 31, 1994 approximates $2,500,000. 

In addition to the bank debt purchased by Trans World 
and the working capital loan, Inter[TAN’s obligations to Trans 
World included two additional notes for approximately 
$23,665,000 (the ‘‘Series C’’ note) and $24,037,000 (the 
‘Series D’’ note) with interest rates of 7.5% and 8%, respec- 
tively. The notes represented the restructuring of Inter[AN 
accounts payable for merchandise already shipped and re- 
quired monthly interest payments. All principal and interest 
on the Series C note was paid in full by December 31, 1993. 
The Series D note was paid in full during the first quarter of 
1994. All of Tandy’s debt from InterTAN is secured by a first 
priority lien on substantially all of Inter[TAN’s assets in Can- 
ada and the U.K. 

A new merchandise agreement was reached with Inter- 
TAN in October 1993 which requires future purchase orders 
to be backed by letters of credit posted by Inter[AN. New li- 
cense agreements provide for a future royalty to Tandy. Inter- 
TAN had obligations for purchase orders outstanding for 
merchandise ordered by A&A for InterTAN but not yet 
shipped totaling approximately $24,705,000 at December 31, 
1994. 

InterTAN has increased its bank revolving credit facility 
with the new banking syndicate to Canadian $60,000,000 
(U.S. $42,774,000 equivalent at December 31, 1994). In the 
case of InterTAN’s default on the bank credit line, Tandy 
will, at the option of InterTAN’s new banking syndicate, pur- 
chase InterTAN’s inventory and related accounts receivable at 
50% of their net book value, up to the amount of outstand- 
ing bank loans, but not to exceed Canadian $60,000,000. In 
that event, Tandy could foreclose on its first priority lien on 
Inter[AN’s assets in Canada and the U.K. If Tandy fails to 
purchase the inventory and related accounts receivable of In- 
ter[AN from the banking syndicate, the syndicate upon no- 
tice to Tandy and expiration of time, can foreclose upon 
InterTAN’s assets in Canada and the U.K. ahead of Tandy. 
The inventory repurchase agreement between Inter[AN’s 
banking syndicate and Tandy has been amended and restated 
to reflect the foregoing. 


As of December 31, 1994 InterTAN owed Tandy an ag- 
gregate of $39,965,000, net of discount. The current portion 
of the obligation approximates $8,707,000 and the non- 
current portion approximates $31,258,000. In 1994 Tandy rec- 
ognized $3,855,000 in accretion of discount on the note 
receivable from Inter[AN which resulted from the purchase 
of the bank debt at a discounted price. Accretion of this dis- 
count is based on the effective interest rate method. Tandy 
recognized sales to and commission income from InterTAN of 
approximately $19,764,000 and interest income of $8,280,000 
during fiscal 1994. During the year ended December 31, 
1993, Tandy recognized approximately $93,315,000 of sales to 
InterTAN and interest income of $3,085,000. Tandy’s sales to 
InterTAN totaled $90,130,000 during the six months ended 
December 31, 1992 and $171,126,000 during fiscal 1992. 

A&A will continue as the exclusive purchasing agent for 
InterTAN in the Far East on a commission basis. Commenc- 
ing in March 1994, only the purchasing agent commission 
and sales by Tandy manufacturing plants to InterTAN were 
recorded as sales and operating revenues. InterTAN purchases 
from third parties through A&A are no longer recorded as 
sales, reflecting the arrangement under the new merchandise 
agreement. Accordingly, sales by Tandy to InterTAN in 1994 
were considerably lower than in prior years; however, the 
earned income relating thereto was not materially different. 

Through February 1995 InterTAN has met all of its pay- 
ment obligations to Tandy. In addition, its operations have 
improved in fiscal 1995 as evidenced by its published net in- 
come for the six months ended December 31, 1994 approxi- 
mating $17,704,000 or $1.11 per fully diluted share as 
opposed to net income of $4,567,000 or $0.49 per fully di- 
luted share for the same period in the prior year. As a result, 
nothing has come to the attention of management which 
would indicate that Inter[AN would not be able to continue 
to meet its payment obligations pursuant to the debt agree- 
ments with Tandy. 

Canadian tax authorities are reviewing InterTAN’s Cana- 
dian subsidiary’s 1987-89 tax returns. The Company cannot 
determine whether the ultimate resolution of that review will 
have an effect on InterTAN’s ability to meet its obligations to 
Tandy, but at the present, the Company believes that the ulti- 
mate resolution of this review will not impair InterTAN’s 
ability to meet its obligations to Tandy. 
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Report of Independent Accountants 


To the Board of Directors 
and Stockholders of 
Tandy Corporation 


In our opinion, the consolidated balance sheets and the related consolidated statements 

of income, of stockholders’ equity and of cash flows present fairly, in all material respects, 
the financial position of Tandy Corporation and its subsidiaries (the ‘‘Company’’) at 
December 31, 1994 and 1993, and the results of their operations and their cash flows 

for each of the two years in the period ended December 31, 1994, the six months 

ended December 31, 1992, and for the year ended June 30, 1992 in conformity with gener- 
ally accepted accounting principles. These financial statements are the responsibility of the 
Company’s management; our responsibility is to express an opinion on these financial 
statements based on our audits. We conducted our audits of these statements in accordance 
with generally accepted auditing standards which require that we plan and perform the au- 
dit to obtain reasonable assurance about whether the financial statements are free of mate- 
rial misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, and evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for the opin- 
ion expressed above. 


As discussed in Note 2 to the consolidated financial statements, the Company changed its 
method of accounting for income taxes in 1993. 


ae lie. Lith 


Fort Worth, Texas 
February 22, 1995 
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Consolidated Statements of Income 
Tandy Corporation and Subsidiaries 








Year Ended Six Months Ended Year Ended 
December 31, December 31, June 30, 
1994 1993 1992 1992 
% of % of % of % of 
(In thousands, except per share amounts) Dollars Revenues Dollars Revenues Dollars Revenues Dollars Revenues 
Net sales and operating revenues ........... $4,943,679 100.0% $4,102,551 100.0% $2,161,149 100.0% $3,649,284 100.0% 
GOSEGEDIOGUCES SOND aces onsee's sce, sistera reise teers 3,017,615 61.0 2,382,607 58.1 1,221,231 56.5 1,926,390 52.8 
Gross Profit oa iste ian oS Wwe erase els calaie 1,926,064 39.0 1,719,944 41.9 939,918 43.5 1,722,894 47.2 
Expenses: 
Selling, general and administrative .......... 1,532,673 31.0 1,354,676 33.0 761,799 35.2 1,342,120 36.8 
Depreciation and amortization .............. 84,782 1.7 79,944 1.9 39,960 1.9 74,521 2.0 
INtEreSE INCOME see resecercis Nasser saiasesetas oes 0s (78,612) (1.6) (65,538) (1.6) (33,290) (1.5) (67,399) (1.8) 
bl Petter] Sco § roi 01 La SRE OF) aie, eee 30,047 0.6 39,707 1.0 20,532 0.9 43,154 1.2 
Provision for restructuring cost .............. 89,071 1.8 — — 48,000 2.2 ~ — 
Gain from sale of credit accounts 
and extended service contracts ............ (91,437) __(1.8) —-  — —- — — — 
1,566,524 31.7 1,408,789  _ 34.3 837,001 _ 38.7 1,392,396 _ 38.2 
Income before income taxes, 
discontinued operations and 
cumulative effect of change in 
SECOUN EGS: PINOLE) «6 ain. ccssestrckere ons is ecetaienyes 359,540 Ue. 311,155 7.6 102,917 4.8 330,498 9.0 
Provision for INCOME taxES 6). se) be Sans es 135,205 —-.2.7 1153523 _ 2.8 35,230. 1-6 119,785 _ 3.3 
Income from continuing operations .......... 224,335 4.6 195,632 4.8 GIGS sa ea32 210,713 Yee 
Loss from discontinued operations: a 
Operating loss, net of tax: s. 560s sis oi. csej0 = (57,619) (1.4) (63,875) (3.0) (26,866) (0.7) 


Loss‘on disposal, net: of tax 3 <2 sccscie avs wrvans — — (54,178) (1.3) — = = 
aa’ S799) (257) (63,875) (3.0) (26,866) (0.7) 


Income before cumulative 
effect of change in 


ACCOUNUNG DUNCIDIG) <5 5. Scicerssa <= pales 224,335 4.6 83,835 fe 3,806 0.2 183,847 5.0 
Cumulative effect on prior years 
of change in accounting principle ......... —- —— 13,014 0.3 —- — <= 
NetQincome 2 cose Sai aceneaeht sisemeneaie Beier 224,335 4.6 96,849 2.4 3,806 0.2 183,847 5.0 
Preferied: GiviGenas tx isestsusaer a sae Gitit ON 74436) 102 2,419 0.1 4911 0.1 
Net income available to 
common shareholders .................. $ 217,558 4.5% $ 89,713 (2.2% § 1387 0.1% $ 178,936 — 4.9% 


Net income available per average common 
and common equivalent share: 


Income from continuing operations .......... $ 2.91 $ 2.50 $ 0.87 $ 2.61 
Loss from discontinued operations ........... — (1.48) (0.85) (0.34) 
Income before cumulative effect of 

change in accounting principle ........... 2.91 1.02 0.02 2.27 
Cumulative effect on prior years 

of change in accounting principle ......... - 0.17 a = 
Net income available per average common 

and common equivalent share ........... $ 2.91 $ 1.19 $ 0.02 $ 2.27 
Average common and common 

equivalent shares outstanding ............ 74,874 75,543 74,918 78,788 
Dividends declared per common share ........ $ 0.63 $ 0.60 $ 0.30 $ 0.60 


The accompanying notes are an integral part of these financial statements. 


Consolidated Balance Sheets 


Tandy Corporation and Subsidiaries 


The accompanying notes are an integral part of these financial statements. 
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December 31, 
(In thousands) 1994 1993 
Assets 
Current assets: 
Gash arid sheets Ctr IEKVOSTFOCTES ts i), 5 < ieheriop va vl Mee ole eas Raeners ov eee <aoce $ 205,633 $ 213,235 
Accounts and notes receivable, less allowance for doubtful accounts .................. 769,101 582,443 
InventoHes at lowell: Of COSE OF MAKEE ius ches secs © wiesene cialis Fes HOR wes Sens Os 1,504,324 1,276,302 
(tet CHITETIE ASSOES «oe cesar, ico eee epee Nee ras, On Sy eee eek rene erage aie 77,202 88,005 
TOtaliCtitresit assets. ia cece ae ae NEERTIE e e e Lg PN ate ages 2,556,260 2,159,985 
Property, plant and equipment, at cost, less accumulated depreciation .................. 504,587 463,738 
[nvestmentiin' discontinued Operations: Hie 6 <5 Maco o atetialeune 5 simpermtaleencs » avewibeceuuns oom — 405,664 
Othet assets. Het ok accumulated amortization A. | wayne so hae oes o ess Se ee nes Oo 182,927 189,712 
$3,243,774 $3,219,099 
Liabilities and Stockholders’ Equity 
Current liabilities: 
Short-term debt, including current maturities of long-term debt ..................-. $ 229,135 $ 387,953 
Accounts payable « sisc2 6 yan < wets eis Velie WEIS % Kelas Natale Bile SiaieNs tales © ONES Bat 582,194 279,942 
ACETUCAICRIICHSES! 5 aac Mcsg lee Oe eae heya Ee «eee dees ea ee 376,795 349,057 
Ercorne: taxes pave DG bears caics aetesewar riseace acalia\sl openean eer oe eM e eaons Voces says le rs hentai canag 18,026 14,690 
Wotalicurrent abuities: 5. chcccis Beis ok Ae Ga a nt 1,206,150 1,031,642 
Long-term debt and capital leases, excluding current maturities ................000000 153,318 186,638 
Othet non-currend babilities: ac = cise cess © seats & scale Ses GUNG & SUSIE GSS SS GS 34,095 50,069 
Total other la pilities <2. Soas © oa & aise 4 bree 3 SELES Halos 4 eS Kats & Sete ie SRS 187,413 236,707 
Stockholders’ equity: 
Preferred stock, no par value, 1,000,000 shares authorized 
Series A junior participating, 100,000 shares authorized and none issued ............ _ _ 
Series B convertible, 100,000 shares authorized and issued .................00000- 100,000 100,000 
Series C PERCS, 150,000 shares authorized and issued .............--..cceececee 429,982 429,982 
Common stock, $1 par value, 250,000,000 shares authorized 
STEED 55 54S OOD) SAECO TORTIE tt Satie gir pre ite oye re ome RUC RU Rear ae tm ra ae 85,645 85,645 
Additional paid inicaptals cn)a5 Acasa eer vie a erviee ermine signin a: 93,357 85,752 
REbAIGEC CAG DS ueeere rect sited beeen sven een ate 2 ae ghee er ac Re echt 2,176,971 2,028,041 
Koreion currency" translatignertects: ereaterensiawadly ene eee ane Dr vere rms (1,799) 1,003 
Common stock in treasury, at cost, 27,388,000 and 21,689,000 shares, 
FESR CLIVE LY IN th ter eeerete ea uated rarest ETN 'ss ocernget en RCM PEROT Creat rr eee cern RP (971,611) (707,331) 
Unearned deterred compensatian:rélated:to,PESOP cic, ah. ces = oes oes sce wee (62,334) (72,342) 
Total stockholders“enity G.. Gans acces « Bours Kove Hale eaters Hees See © ines os 1,850,211 1,950,750 
Commitments and contingent labilities® ss « ccs caesar s sos boos 4 ee eee pees 
$3,243,774 $3,219,099 


Consolidated Statements of Cash Flows 
Tandy Corporation and Subsidiaries 


Six Months 
Year Ended Ended Year Ended 
December 31, December 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Cash flows from operating activities: 
INGE ICOMIE! 5c 8 occ We HS Yes ¥ ORS Bee = Lees eee > $224,335 $ 96,849 $ 3,806 $183,847 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Loss reserve on disposal of discontinued operations ..... —- 54,178 a — 
Provision for -festructyfing COSt 0 6 nccies secs o eco 4 waren 89,071 — 87,500 _ 
Gain on sale of extended service contracts ............ (55,729) — — — 
Gain on sale of credit card portfolios ................ (35,708) = —e “- 
Cumulative effect on prior years of change in 
ACCOUNHDE PANCIDIE ce. cs cam h weis es secs sree rte — (13,014) — -- 
Depreciation:and- amortization 4. aie. sass vs ames 4 ie 84,782 98,571 53,502 103,281 
Deferred income taxes and other items .............. 68,257 11,552 (29,097) 9,302 
Provision for credit losses and bad debts ............. 49 ,344 57,491 41,483 67,388 
Gain on sale of subsidiary, assets of which 
wee prmaniy teal estate 20. sass ee ernie ens — — _- (18,987) 
Changes in operating assets and liabilities: 
Salé-of etedit-card porttolios: 9. 125 in. ees © os 85,764 — = a 
Receivables). 5 aces oes ote wisn ©) oe mae hae (230,938) 30,133 (107,295) (121,719) 
TAiventones 2. ak Pee ee A eee (220,094) (63,965) (81,069) (89,441) 
Mehervevrrenteassets. "ae. khan: Sivan ses een ee (8,504) 16,158 (11,882) (2,955) 
Accounts payable, accrued expenses and 
ACOMIE TAKES © fit SS oR © ohees Urano eid _ 218,358 34,341 565732 ___ 16,066 
Net cash provided by operating activities ............... 268,938 322,294 13,680 146,782 
Investing activities: 
Additions to property, plant and equipment ............. (180,559) (129,287) (69,661) (127,495) 
Proceeds from sale of property, plant and equipment ...... 56,437 3,011 790 2,002 
Proceeds from sale of divested operations ............... 359,004 111,988 _ — 
Proceeds from sale of subsidiary, assets 
Of which: were primarily real estate . 26. 2 aa fees «a _ — — 20,293 
Purchase of Inter[AN bank debt and restructuring 
OE WOLKIND CADIEAIIGAIS) 22,4016 «.crenuete rice tree eae eaten in Se — (31,663) — — 
COCHEr INVESEINE ACtIVINES” «4-500 Faun eee sate es © ox wee 4,203 (6,198) (21,300) 3,010 
Net cash provided (used) by investing activities........... 239,085 (52,149) (90,171) (102,190) 
Financing activities: 
Purchases! of thedsuty StOCk seco % Sanias here w Sate sates 4 Facts (275,415) (27,650) (24,595) (527,773) 
Sales of treasury stock to employee 
Stock purchase Programs cose naan « Seer mise aw + pes 41,579 42,067 25,412 49,590 
Isstiance‘ot Semés CPERCS: sas 4 ascos = cook © Ses ee be — = — 429,982 
Dividends paid neta taxes 1.2.2) ye eae ee (74,512) (74,873) (37,443) (56,132) 
Changes in short-term borrowings, net ................. (110,393) (46,885) 186,917 57,533 
Additions to long-term borrowings ...............0.005 28,936 — 1,043 21,071 
Repayments of long-term borrowings ................4 (125,820) (62,195) (68,671) (98,702) 
Net cash provided (used) by financing activities .......... (515,625) (169,536) 82,663 (124,431) 
Increase (decrease) in cash and 
SHOCt- CLM MLVEStMENIS c65.5 ies e Msccs & Ses Bees os (7,602) 100,609 6,172 (79,839) 
Cash and short-term investments 
ai the bepinining of the year’, . nei eee eerie os 213,235 112,626 106,454 186,293 
Cash and short-term investments 
at the efid of theiyear. : sa46 7 sak @ sean res ane © om $205 ,633 $213,235 $112,626 $106,454 
The accompanying notes are an integral part of these financial statements. 27 
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Tandy Corporation and Subsidiaries poian 
Additional Currency | Unearned 
Preferred Common Stock Treasury Stock Paid-in Retained Translation Deferred 
(In thousands) Stock Shares Dollars Shares Dollars Capital Earnings Effects _ Compensation Total 
Balance at June 30,1991 .... $100,000 85,645 $85,645 (7,250) $(267,153) $105,650 $1,917,851 $ (1,198)  $(94,033) $1,846,762 
Purchase of treasury stock ... “= = -- (3,521) (96,348) o- -— o “= (96,348) 
Tender offer for 
common stock .......... — — = (13,500) (433,575) = = = = (433,575) 


Foreign currency translation 


adjustments, net of taxes .. — mis — a — — — 3,477 — 3,477 
Sale of treasury stock to SPP . — — — 1,795 62,256 (12,666) — “= = 49,590 
Exercise of stock options ..... — — _ 20 688 — — “= -— 688 
Issuance of 150,000 shares 

of Series C PERCS ....... 429,982 — — — — — — — — 429,982 
Series B convertible stock 

dividends, net of taxes 

OF'$2:530/000 yes Sanstmee me a _ = a = (Pot) — — = (4,911) 
TESOP deferred 

compensation earned ..... —< —— — — = — — — 8,233 8,233 
Series C PERCS dividends ... — — — — — — (12,573) _ = (12,573) 
Common stock dividends 

déclated: satisia cccseeasc | — — — — — — (44,432) _ — (44,432) 
NetincOme (esis ci esesa ces — _ —_ — — — 183,847 — — 183,847 
Balance at June 30, 1992 .... 529,982 85,645 85,645 (22,456) (734,132) 92,984 2,039,782 2,279 (85,800) 1,930,740 
Purchase of treasury stock ... a= _ a (959) (25,000) — — — i (25,000) 
Foreign currency translation 

adjustments, net of taxes .. — — — — _ — _ (13,335) — (13,335) 
Sale of treasury stock to SPP . — — — 987 31,982 (6,570) — -- i 25,412 
Exercise of stock options ..... -- — 9 289 _ — — “= 289 
Series B convertible stock 

dividends, net of taxes 

of $1,246,000 ........... = = = = = = (Q:419) = = (2,419) 
TESOP deferred 

compensation earned ..... — — — — — = — = 3,853 3,853 
Series C PERCS dividends ... _ _ — — _ _ (16,050) — = (16,050) 
Common stock dividends 

GECISIORD seca sseee nee — = — — — — (18,945) = = (18,945) 
NEtinGOMe sews sions ene — —~ — — — — 3,806 — — 3,806 
Balance at Dec. 31, 1992 .... 529,982 85,645 85,645 (22,419) (726,861) 86,414 2,006,174 (11,056) (81,947) 1,888,351 
Purchase of treasury stock ... — — — (763) (24,749) — — — — (24,749) 
Foreign currency translation 

adjustments, net of taxes .. — — — — — — — 12,059 - 12,059 
Sale of treasury stock to SPP. — = — 1,311 42,292 (225) — — 42,067 
Exercise of stock options ..... — — — 182 5,882 (437) = = — 5,445 
Series B convertible stock 

dividends, net of taxes 

of $2,497,000 ........... = = = = = = (4,638) — = (4,638) 
TESOP deferred 

compensation earned ..... — — — a — — a az 9,605 9,605 
Series C PERCS dividends ... — — — — — — (32,100) = = (32,100) 
Repurchase of 

preferred STOCK! 00/5 ns essa nt — — — — (3,895) — — = = (3,895) 
Common stock dividends 

declared Siete avelnye wisinieienes — — = = — mae (38,244) ai = (38,244) 
Netincome: 3: eons = cas — = _ — — = 96,849 =< — 96,849 
Balance at Dec. 31,1993 .... 529,982 85,645 ~—- 85,645. (21,689) (707,331) 85,752 2,028,041 1,003 (72,342) ‘1,950,750 
Purchase of treasury stock ... — — — (6,798) (296,419) ~ — cate = (296,419) 
Foreign currency translation 

adjustments, net of taxes .. — — — — es we aay (2,802) = (2,802) 
Sale of treasury stock to SPP . — — — 1,023 33,958 7,621 — — — 41,579 
Exercise of stock options ..... — — oat 76 2,481 (16) ee = == 2,465 
Series B convertible stock 

dividends, net of taxes 

OUST 8721000 vo haseste — _ =— a = = (4,405) = = (4,405) 
TESOP deferred 

compensation earned ..... — — — — — _ zs = 10,008 10,008 
Series C PERCS dividends ... — — — — — = (32,100) a3 = (32,100) 
Repurchase of 

preferred stock: oe ce cncw — — —s ce (4,300) = — = _s (4,300) 
Common stock dividends 

declared aig os alas eeseecon — — — — — = (38,900) oe _ (38,900) 
INCE INCOME? 47755 Semele — = _ — — =a 224 335 = = 224,335 
Balance at Dec. 31, 1994 ... $529,982 85,645 $85,645 (27,388) $(971,61i) $ 93,357 $2,176,971 $ (1,799) $ (62,334) $1,850,211 
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Notes to Consolidated Financial Statements 


Tandy Corporation and Subsidiaries 


Note 1-Description of Business 

Tandy Corporation (‘“Tandy”’ or the ‘‘Company’’) is en- 
gaged in consumer electronics retailing including the retail 
sale of personal computers. Radio Shack is the largest of 
Tandy’s retail store systems with company-owned stores and 
dealer / franchise outlets. Tandy also operates the Computer 
City and Incredible Universe store chains. Tandy Name Brand 
includes McDuff Electronics mall stores and Supercenters, 
VideoConcepts mall stores and The Edge in Electronics bou- 
tique stores. On December 30, 1994, the Company adopted a 
formal plan to close 233 Tandy Name Brand stores and as a 
result of the closings, the Tandy Name Brand Retail Group 
will be dissolved in 1995. The remaining 73 Tandy Name 
Brand stores will be transferred to the Radio Shack division. 
Additionally, Tandy continues to operate certain related retail 
support groups and consumer electronics manufacturing 
businesses. 


Note 2-Summary of Significant Accounting 
Policies 

Principles of consolidation: The consolidated financial 
statements include the accounts of Tandy and its wholly 
owned subsidiaries, including its credit and insurance subsidi- 
aries. Investments in 20% to 50% owned companies are ac- 
counted for on the equity method. The manufacturing and 
marketing operations included in the divestment plan have 
been accounted for as discontinued operations. See Note 21 
for further information relating to discontinued operations. 
Significant intercompany transactions are eliminated in 
consolidation. 

Change in fiscal year: On January 10, 1993, the Board 
of Directors authorized the fiscal year of Tandy to be changed 
from June 30 to December 31 and as of December 31, 1992 
this change was made. The fiscal periods of certain foreign 
operations end one month earlier than the Company’s year 
end to facilitate their inclusion in the consolidated financial 
statements. 

Foreign currency translation: In accordance with the Fi- 
nancial Accounting Standards Board (the ‘‘FASB’’) Statement 
No. 52, ‘‘Foreign Currency Translation,’’ balance sheet ac- 
counts of the Company’s foreign operations are translated 
from foreign currencies into U.S. dollars at year end or histor- 
ical rates while income and expenses are translated at the 
weighted average sales exchange rates for the year. Translation 
gains or losses related to net assets located outside the United 
States are shown as a separate component of stockholders’ eq- 
uity. Losses aggregating $19,803,000, net of tax, relating to 
discontinued operations were transferred from equity and 
charged to loss on disposal of discontinued operations during 
1993. Gains and losses resulting from foreign currency transac- 
tions (transactions denominated in a currency other than the 
entity’s functional currency) are included in net income. Such 
foreign currency transaction gains approximated $1,495,000 
for the year ended December 31, 1994, $762,000 for the year 
ended December 31, 1993, $3,065,000 for the six months 
ended December 31, 1992 and $10,642,000 for the year 
ended June 30, 1992. 


Change in accounting principle-provision for income 
taxes: In January 1993, the Company adopted Statement of 
Financial Accounting Standards (“‘FAS’’) No. 109, ‘‘Account- 
ing for Income Taxes’ (“‘EAS 109’’) and applied the provi- 
sions prospectively. The adoption of FAS 109 changes the 
Company’s method of accounting for income taxes from the 
deferred method (‘‘APB 11’’) to an asset and liability ap- 
proach. Previously, the Company deferred the past tax effects 
of timing differences between financial reporting and taxable 
income. The asset and liability approach requires the recogni- 
tion of deferred tax liabilities and assets for the expected fu- 
ture tax consequences of temporary differences between the 
carrying amounts and the tax bases of assets and liabilities. 

The adjustments to the January 1, 1993 balance sheet 
to adopt FAS 109 totaled $13,014,000. Approximately 
$9,786,000 of this adjustment related to continuing opera- 
tions and the remaining $3,228,000 was from discontinued 
operations. The aggregate amount of $13,014,000 is reflected 
in the accompanying 1993 Consolidated Statements of In- 
come as the cumulative effect of change in accounting princi- 
ple. It primarily represents the impact of adjusting deferred 
taxes to reflect the then current tax rate of 34% as opposed 
to the higher tax rates that were in effect when the deferred 
taxes originated. See Note 12 for further discussion of 
income taxes. 

Extended service contracts: Tandy’s retail operations of- 
fer extended service contracts on products sold. These con- 
tracts generally provide extended service coverage for periods 
of 12 to 48 months. Contracts sold prior to January 1, 1995 
were offered directly by the Company, and thus the Company 
was the responsible party. The Company accounts for such 
contracts in accordance with FASB Technical Bulletin No. 90- 
1, ‘Accounting for Separately Priced Extended Warranty and 
Product Maintenance Contracts’’ which requires that revenues 
from sales of extended service contracts be recognized ratably 
over the lives of the contracts. Costs directly related to sales of 
such contracts are deferred and charged to expense propor- 
tionately as the revenues are recognized. A loss is recognized 
on extended service contracts if the sum of the expected costs 
of providing services under the contracts exceeds related un- 
earned revenue. 

As described in Note 3, the Company transferred all ob- 
ligations with respect to contracts in force at December 31, 
1994 to an unrelated third party, except certain contracts ag- 
gregating approximately $7,734,000. The Company will sell 
extended service contracts offered by the unrelated third party 
subsequent to 1994. The Company will receive a commission 
from the unrelated third party upon sale of each contract. 
The commissions will be recognized as income in the period 
in which the contracts are sold. 


Cash and short-term investments: Cash on hand in 
stores, deposits in banks and short-term investments with 
original maturities of three months or less are considered cash 
and cash equivalents. Short-term investments are carried at 
cost, which approximates market value. 


Accounts receivable and allowance for doubtful accounts: 


Credit Operations-The customer receivables of the credit 
operations are classified as current assets, including amounts 
which are contractually due after one year. This is consistent 
with retail industry practices. 

Finance charges, late charges and returned check fees 
arising from the Company’s private label credit cards are rec- 
ognized when earned as interest income. The Company’s pol- 
icy is to write off accounts when they become 180 days past 
due or whenever deemed uncollectible by management, 
whichever is sooner. Collection efforts continue subsequent to 
write-off. 

The Company is charged a fee by an outside accounts 
receivable processing service for establishing new accounts. 
These initial direct costs are capitalized and amortized on a 
straight-line basis over a period of 84 months, the estimated 
life over which the account will be used by a customer. These 
costs are shown in the accompanying Consolidated Balance 
Sheets as a part of the related accounts receivable. Amortiza- 
tion of these loan origination costs are included as a reduction 
of interest income in the accompanying Consolidated State- 
ments of Income. Costs to process accounts on an ongoing 
basis are expensed as incurred. 

As described in Note 3, the Company’s Computer City 
and Incredible Universe private label credit card portfolios 
were sold in December 1994, and a letter of intent was signed 
to sell Tandy Credit and the Company’s Radio Shack and 
McDuff private label credit card portfolios in the first half of 
1995, subject to regulatory and rating agency approval. Com- 
mencing in 1995, sales made pursuant to Computer City and 
Incredible Universe private label credit card programs, as well 
as sales made pursuant to the Radio Shack private label credit 
card program made subsequent to the finalization of its sales 
agreement, will be financed by an unrelated third party. 

Other customer receivables-An allowance for doubtful 
accounts is provided when accounts are determined to be 
uncollectible. 

Concentrations of credit risk with respect to customer fe- 
ceivables are limited due to the large number of customers 
comprising the Company’s customer base and their location 
in many different geographic areas of the country; however, 
see Note 8 for a discussion of a concentration of credit risk of 
long-term receivables. The fair value of total receivables, re- 
corded at approximately $898 ,027,000 on the Consolidated 
Balance Sheet at December 31, 1994, is approximately 
$912 ,000,000. 

Inventories: Inventories are stated at the lower of cost 
(principally based on average cost) or market value and are 
comprised primarily of finished goods. 
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Property, plant and equipment: For financial reporting 
purposes, depreciation and amortization are primarily calcu- 
lated using the straight-line method, which amortizes the 
cost of the assets over their estimated useful lives. The ranges 
of estimated useful lives are: 


Buildings) Soya eee tie so taee nee ieee: 10-40 years 
Buildings under capital lease ...... over the life of the lease 
BQuipmentasiee errs 2.8 ee Ie 2-15 years 
Leasehold improvements ......... primarily, the shorter of 


the life of the improvements or the 
term of the related lease and certain renewal periods 


When depreciable assets are sold or retired, the related 
cost and accumulated depreciation are removed from the ac- 
counts. Any gains or losses are included in selling, general 
and administrative expenses. Major additions and betterments 
are capitalized. Maintenance and repairs which do not mateti- 
ally improve or extend the lives of the respective assets are 
charged to operating expenses as incurred. Amortization of 
buildings under capital lease is included in depreciation and 
amortization in the Consolidated Statements of Income. 

Amortization of excess purchase price over net tangible 
assets of businesses acquired: The excess purchase price is 
generally amortized over a 40-year period using the straight- 
line method and the net balance is classified as a non-current 
asset. The Company periodically reviews goodwill to assess re- 
coverability, and impairments would be recognized in operat- 
ing results if a permanent diminution in value were to occur. 

Fair value of financial instruments: The fair value of fi- 
nancial instruments is determined by reference to various 
market data and other valuation techniques as appropriate. 
Unless otherwise disclosed, the fair values of financial instru- 
ments approximate their recorded values. 

Hedging and derivative activity: The Company has not 
historically utilized derivatives to manage foreign currency 
risks and exposure except for an immaterial amount of foreign 
exchange forward contracts used to hedge a portion of its for- 
eign purchases. As of December 31, 1994, the Company had 
no outstanding purchase orders for which a foreign exchange 
contract was used as a hedge. The few contracts that were 
used did not involve leverage and did not have other high 
risk characteristics. Moody’s has assigned a counterparty rating 
to Tandy Corporation of Baa2. This rating is an opinion of 
the financial capacity of Tandy to honor its senior obligations 
under financial contracts. Financial contracts entered into 
by Tandy include the limited use of foreign currency forwards 
to hedge foreign exchange risk arising from the purchase 
of inventory. 

In conjunction with sale-leaseback transactions of 
Incredible Universe properties, the Company from time to 
time may enter into interest rate swaps to lock in a fixed rate 
that Company management believes is beneficial in the long- 
term. Through March 10, 1995, the Company entered into 
five swaps whereby it traded floating rates for fixed rates 
ranging from 7.185% to 7.875%. These swaps related to no- 
tional amounts of $90,000,000; the Board of Directors has 


authorized management to enter into such swaps up to no- 
tional amounts not exceeding $250,000,000. During 1994, 
1993, the six months ended December 30, 1992 and the year 
ended June 30, 1992, the Company was not a party to any in- 
terest rate swaps. 

Revenues: Retail sales are recorded on the accrual basis. 
Credit service charges are recorded monthly on the basis of 
customer account balances. 

Store pre-opening costs: Direct incremental expenses 
associated with the openings of new Computer City and 
Incredible Universe stores, comprised primarily of payroll and 
payroll-related costs, are deferred and amortized over a 
twelve-month period from the date of the store opening. De- 
ferred store pre-opening expenses for Computer City and 
Incredible Universe approximated $4,538,000 and $1,845,000 
at December 31, 1994 and 1993, respectively. 

Net income per average common and common equiva- 
lent share: Net income per average common and common 
equivalent share is computed by dividing net income less the 
Series B convertible stock dividends by the weighted average 
common and common equivalent shares outstanding during 
the period. As the Preferred Equity Redemption Convertible 
Preferred Stock (““PERCS’’) mandatorily convert into com- 
mon stock, they are considered outstanding common stock 
and the dividends are not deducted from net income for pur- 
poses of calculating net income per average common and 
common equivalent share. On January 23, 1995, the 
Company announced that the PERCS would be converted on 
March 10, 1995. To complete the conversion, the Company 
will issue approximately 11,816,000 shares of Tandy Corpora- 
tion common stock out of treasury stock. Current year 
weighted average share calculations include approximately 
11,816,000 common shares relating to the PERCS. Per share 
amounts and the weighted average number of shares out- 
standing for the year ended December 31, 1993, the six- 
month period ended December 31, 1992 and for the fiscal 
year ended June 30, 1992, have been retroactively restated to 
reflect the PERCS conversion into approximately 11,816,000 
common shares in lieu of the prior year assumption of 
12,457,000 shares which was based on the December 31, 1993 
common stock price. 


Earnings available per common and common equivalent 
share amounts initially reported by the Company for the year 
ended December 31, 1993, the six months ended December 31, 
1992 and the fiscal year ended June 30, 1992 were $2.48, 
$0.84 and $2.58 for income from continuing operations, re- 
spectively, and $1.18, $0.02 and $2.24 for net income, respec- 
tively. Fully diluted earnings available per common and 
common equivalent share are not presented since dilution is 
less than 3%. 

The Series B convertible stock dividends were 
$6,777,000 for the year ended December 31, 1994, 
$7,136,000 for the year ended December 31, 1993, 
$2,419,000, net of tax, for the six months ended Decem- 
ber 31, 1992 and $4,911,000, net of tax, in fiscal 1992. The 
taxes netted against these amounts for the six months ended 


December 31, 1992 and in fiscal 1992 were $1,246,000 and 
$2,530,000, respectively. Upon adoption of FAS 109 as of Jan- 
uary 1, 1993 and in accordance with EITF 92-3, preferred div- 
idends utilized in the earnings per share calculation can no 
longer be reduced for associated tax benefits paid on unallo- 
cated preferred stock held by an employee stock ownership 
plan. Dividends on the PERCS, which were issued in Febru- 
ary 1992, were $32,100,000 for each of the two years ended 
December 31, 1994, $16,050,000 for the six months ended 
December 31, 1992 and $12,573,000 for the year ended 

June 30, 1992. 

Earnings available per common and common equivalent 
share for each period presented, assuming the PERCS con- 
verted to common stock under the “‘if converted’ method 
and only if dilutive, would have been presented as in the ta- 
ble which follows. 


Six 
Months Year 
Year Ended Ended Ended 
December 31, Dec. 31, June 30, 
1994 1993 1992 1992 
Primary EPS, as adjusted: 
Income from continuing 
ODCRIHGNS oe csccctscacn $2.94 $ 2.45 $ .78 $ 2.59 
Loss from discontinued 
OPeratiOns. 20s see — (1.75) (1.01) (.36) 
Cumulative effect on 
prior years of change 
in accounting 
pHACIPIE: cincte ss )5 ar _— .20 a — 
$2.94 $ .90 $ (.23) $2.23 


Treasury Stock Repurchase Program: On August 1, 
1994, the Company announced that its Board of Directors au- 
thorized management to purchase up to 7,500,000 shares of 
its common stock in addition to shares required for employee 
plans. On December 30, 1994, the Board of Directors author- 
ized management to increase the share repurchase program to 
12,500,000 shares. Purchases will be made from time to time 
in the open market, and it is expected that funding of the 
program will come from existing cash, short-term debt and 
proceeds from the sale of the credit card portfolios. At De- 
cember 31, 1994, approximately 5,000,000 shares had been 
repurchased under this program. 

New Accounting Standards: The American Institute of 
Certified Public Accountants issued Statement of Position 
93-7, ‘Reporting on Advertising Costs’’, in December 1993. 
The statement generally requires all advertising costs to be ex- 
pensed in the period in which the costs are incurred or the 
first time the advertising takes place, and is effective for years 
beginning after June 15, 1994. The statement is not antici- 
pated to have any material effect on the results of operations 
or financial condition of the Company. 
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Note 3-Gain on Sale of Credit Operations and 
Extended Service Contracts 

In December 1994 the Company entered into an agree- 
ment with SPS Transaction Services, Inc., a majority-owned 
subsidiary of Dean Witter, Discover & Company (‘‘SPS’’) to 
sell its Computer City and Incredible Universe private label 
credit card portfolios without recourse. As a result of the 
agreement, in which Tandy received cash of $85,764,000 and 
will receive a deferred payment of $179,777,000, the Com- 
pany recognized a gain of $35,708,000 in the accompanying 
Consolidated Statements of Income. The deferred payment 
amount does not bear interest. Principal will be paid monthly 
with the total principal amount of $179,777,000 due over a 
twelve month period. The Company has discounted the de- 
ferred payment by $3,477,000 to yield approximately 5% 
over the twelve month payout period. As a result, the dis- 
counted deferred payment amount of $176,300,000 is classi- 
fied as current in the accompanying Consolidated Balance 
Sheet at December 31, 1994. The Company also signed a let- 
ter of intent to sell its Radio Shack and McDuff private label 
credit card portfolios at net book value and without recourse 
to SPS in 1995 including the rights to the securitized accounts 
(see Note 6). The agreement for the sale of McDuff and 
Radio Shack portfolios was completed in January 1995, sub- 
ject only to regulatory and rating agency approvals which 
should be forthcoming in the first half of 1995. Tandy antici- 
pates receiving approximately $290,000,000 (unaudited) cash 
and a deferred payment approximating $80,000,000 (unau- 
dited), on terms similar to the deferred payment arrangement 
mentioned above. 

Effective December 1994, the Company transferred all of 
its existing obligations with respect to extended service con- 
tracts in force at December 31, 1994, with the exception of 
certain contracts aggregating approximately $7,734,000, to an 
unrelated third party. The unrelated third party contractually 
assumed all of the Company’s legal obligations and risk of 
future loss pursuant to the extended service contracts in ex- 
change for $75,059,000, of which $70,702,000 was paid 
in December 1994 and $4,357,000 was paid in February 
1995. As a result, the Company has recognized a gain of 
$55,729,000 associated with this transaction in its accompany- 
ing Consolidated Statements of Income. The Company will 
continue to provide repair services to customers who tender 
products pursuant to the extended service contracts on a non- 
exclusive basis. The unrelated third party will pay the Com- 
pany competitive market rates for repairs on products 
tendered pursuant to the extended service contracts. 

The Company will continue to sell extended service con- 
tracts on behalf of the unrelated third party and will receive a 
commission upon the sale. The commission will be recog- 
nized as commission income at the time of sale. 
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Note 4-Restructuring Charges 


In December 1994, the Company adopted a business re- 
structuring plan to close or convert 233 of the 306 Tandy 
Name Brand stores. Closed stores will include 151 VideoCon- 
cepts, 30 McDuff mall stores and 19 McDuff Supercenters. 
Thirty-three other mall stores or McDuff Supercenters will be 
converted to Radio Shack or Computer City Express stores. It 
is anticipated that a majority of these stores will be closed by 
the end of the first quarter of 1995. Approximately 57 
McDuff Supercenters and 16 The Edge in Electronics stores 
will remain open and will become part of the Specialty Retail 
Group of Radio Shack. A pre-tax charge of $89,071,000 was 
taken in the fourth quarter of fiscal 1994 related to the clos- 
ing and conversion of these stores. The components of the re- 
structuring charge and an analysis of the amounts charged 
against the reserve are outlined in the following table: 


(In thousands) 
Tease ODMOAONS sie hes suniese o sisie > w isia & Cseseye re, enerave $46 682 
Impaitment of fixed Assets; 5. ccc oi eserepyeisicsew eres 17,991 
Inventory, impairment: Vice. 5 bees wares sstave ss ose 16,600 
Goodwill impaimment 2c ssa Saas « ses ose 4,222 
MOTITHAATION DOLLIES 5 oococe. 6 ecesoueenesesece Gosvceveceasucene.s 1,218 
OE hiresgccs eee aes hats ssc eeu aes es hroratek 2,358 
Total-vestructuring: reserve chafge® « cciec ercpiksen viens 89,071 
Costs charged against the reserve: 
CSOD WALLS AC Oe SEAN etc Sustain tee EG WO (4,222) 
Lease payments, 254 osc cate es ees (1,466) 
ENGUNe LOSCIVE Feta = Hoes pecans Sule Sacne,s eeNG $83,383 


The lease obligations, termination benefits and conver- 
sion of 33 stores will require cash outlays, most of which are 
expected to be made during 1995. The cash outlays will be fi- 
nanced by operating cash flows. Management anticipates that 
pre-tax operating losses during the period of store closures 
will approximate $6,000,000 to $8,000,000 (unaudited). 

Sales and operating revenues associated with the closing 
of Tandy Name Brand stores were approximately 
$261,990,000 (unaudited) and $271,914,000 (unaudited) for 
calendar years 1994 and 1993, respectively, and operating 
losses approximated $18,125,000 (unaudited) and 
$15,342,000 (unaudited) for calendar 1994 and 1993, respec- 
tively. During the fiscal year ended June 30, 1992, sales and 
Operating revenues and operating losses from the closing 
stores were approximately $254 ,531,000 (unaudited) and 
$10,169,000 (unaudited), respectively. The results of the clos- 
ing stores for the six months ended December 31, 1992 are 
not presented because, due to the seasonal nature of the 
stores’ operations, such results would not be comparable to 
any of the twelve-month results for the other periods pre- 
sented. In conjunction with this restructuring, 1,425 (unau- 
dited) employees will be terminated, most of which are store 
employees and managers. As of December 31, 1994, no em- 
ployees had been terminated and, accordingly, no termination 
benefits had been paid. 


The Company adopted a plan resulting in business 
restructuring charges during the six months ended 
December 31, 1992 designed to improve the Company’s com- 
petitiveness and future profitability. The pre-tax charge of 
$48,000,000 related primarily to the closing of 110 of the 
then 432 Tandy Name Brand stores, mainly McDuff Super- 
centers in major market areas and, to a lesser extent, the elim- 
ination of certain product lines. Some product lines were 
reduced or eliminated after consideration of competitive fac- 
tors and market trends. These stores closed in the first quarter 
of 1993. Additional restructuring charges of $39,500,000 re- 
lated to discontinued operations were recognized in the six 
months ending December 31, 1992 and primarily related to 
the write-off of goodwill, the rationalization of certain prod- 
uct lines and the closure of certain operations. This restruc- 
turing charge is included in the operating loss from 
discontinued operations. 


Note 5-Short-Term Investments 


The weighted average interest rate was 5.2% at Decem- 
ber 31, 1994 for short-term investments totaling $80,373,000. 
The weighted average interest rate was 3.2% at December 31, 
1993 for short-term investments totaling $153,839,000. 


Note 6-Accounts and Notes Receivable 


Effective May 1, 1991, the Company transferred 
$573,500,000 of its customer receivables to a trust which, in 
turn, on June 18, 1991, sold $350,000,000 of certificates rep- 
resenting undivided interests in the trust in a public offer- 
ing. At December 31, 1994 and 1993, $300,990,000 and 
$350,000,000, respectively, of the certificates were outstand- 
ing and, accordingly, were not reflected in the Company’s ac- 
counts receivable balances. The fair value of the certificates at 
December 31, 1994 was approximately $301,652,000. At De- 
cember 31, 1994, the balance of the receivables in the trust 
approximated $543,129,000. The Company owns the remain- 
ing undivided interest in the trust not represented by the cer- 
tificates and will continue to service the receivables for the 
trust until the sale of Tandy Credit to SPS is completed. The 
Company has no plans to issue additional series of certificates 
as the Trust is included in the sale of Tandy’s remaining pri- 
vate label credit card portfolio balances to SPS in 1995. For 
further discussion of the sale of the private label credit card 
portfolios, see Note 3. 


Cash flows generated from the receivables in the trust 
are dedicated to the payment of interest on the certificates 
which have an annual fixed interest rate of 8.25%, absorp- 
tion of defaulted accounts in the trust and payment of servic- 
ing fees to the Company with any remaining cash flows 
remitted to the Company. In the event that such excess cash 
flows are not sufficient to absorb defaulted accounts, the 
Company is contingently liable up to a maximum amount of 
$136,100,000. 

Customer receivable balances of credit operations are 
classified as current assets in accordance with industry practice. 
The Company’s private label credit card accounts involve re- 
volving rather than installment payments and many cus- 
tomers pay off their balances sooner than the contractual 
term. The repayment terms of the Company’s private label 


Accounts and Notes Receivable 


December 31, 

(In thousands) 1994 1993 
Gross customer receivable balances 

Of Crédit: Operations eo a fo sainis ve cae os $705,691 $797,550 
Less securitized customer receivables ....... (300,990) (350,000) 
Customer receivable balances 

OP Gredit OPCratlONs: .- oes ce esis ee wien 404,701 447,550 
Plus initial direct costs, net of 

amortization of $6,736,000 and 

$5,302,000, respectively ..<:..0. 05 500. 10,649 9,202 
Net customer receivable balances of 

CLECIEOPETALIONS: riescaie. sieisciaisiesis Waerets 415,350 456,752 
Deferred payment due on 

sale of credit operations 

net of discount of $3,477,000 ........ 176,300 = 
Net receivables related 

CONCISGIFOPELAUODS. oo. cnet cess acy’ 591,650 456,752 
Trade accounts receivable ................ 134,161 114,143 
Receivable and current portion of notes 

due trom Inter TAN® 6.0% oe succes ccc 8,707 11,650 
Otherrecetvablés «= os.ccc0es ss oe ee 55,957 22,238 
Less allowance for doubtful accounts ....... (21,374) (22,340) 


$769,101 $582,443 


Allowance for Doubtful Accounts 


Six 
Months Year 
Year Ended Ended Ended 
Dec. 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 


Balance at the 

beginning of 

ED VOAE: on cetiorere alt $22,340 $21,945 $17,203 $16,359 
Provision for credit 

losses and bad debts 

included in selling, 

general and 

administrative 

CXPCHSE Gases es 49,344 55,043 38,735 62,509 
Reserve allocated 

to securitized 


FECEIVADIES) ceacine « 1,748 (1,203) (2,033) (1,136) 
Reserve on credit 
accounts sold ...... (6,387) _ a a 


Uncollected receivables 
written off, net of 


FOCOVETIES ioascase tec (45,671) (53,445) = (31,960) (60,529) 
Balance at the end 

of the year related 

to continuing 

OPeMtions ccu1.5 21,374 22,340 21,945 17,203 
Balance at the end 

of the year related 

to discontinued 

operations ........ — — 8,849 8,208 


$21,374 $22,340 $30,794 $25,411 
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credit cards are as follows: Radio Shack and McDuff cus- 
tomers must pay each month a minimum of !/33 of any bal- 
ance greater than $1,000, and Incredible Universe and 
Computer City customers must pay each month a minimum 
of '/25 of any balance greater than $1,000. For any balances 
less than $1,000, the minimum monthly payment ranges be- 
tween $15 and $35 for each customer account. 

Interest income related to the Company’s credit card op- 
erations totaled $46,868,000 for the year ended December 31, 
1994, $57,401,000 for the year ended December 31, 1993, 
$31,308,000 for the six months ended December 31, 1992 
and $62,307,000 for the year ended June 30, 1992. In 1994 
the Company received interest income from the IRS reflecting 
the settlement of outstanding tax issues of approximately 
$9,582,000, as well as interest income earned on notes receiv- 
able from AST Research Inc. (‘‘AST’’) and InterTAN Inc. 
(‘‘InterTAN’’) approximating $5,724,000 and $8,280,000, 
respectively. 


Note 7-Property, Plant and Equipment 


December 31, 
(In thousands) 1994 1993 
PATH cocaie evececera ene eure t aid OTRAS Sie Havaeions $ 22,670 $ 32,346 
Bulldiias ccuaes eset eee 155,334 174,126 
Buildings under capital lease ............. 23,873 — 
Furniture, fixtures and equipment ........ 430,006 394,242 
Leasehold improvements ..........+00005 345,812 314,424 
977,695 915,138 
Less accumulated depreciation ............ 473,108 451,400 
$504,587 $463,738 





Note 8-Other Assets 


Other assets include the excess purchase price over net 
tangible assets of businesses acquired of $13,747,000 at De- 
cember 31, 1994 and $18,207,000 at December 31, 1993. 
These amounts are net of accumulated amortization of 
$5,035,000, and $4,485,000, respectively. The balance of 
other assets at December 31, 1994 also includes long-term re- 
ceivables relating to InterTAN, AST and Lika of 
$128 ,926,000, net of discount of $16,796,000. The balance at 
December 31, 1993 includes long-term receivables relating to 
InterTAN and AST of $126,384,000, net of discount of 
$22,198,000. See Notes 21 and 22 for a further description of 
the terms of the AST and InterTAN notes receivable. 


Note 9-Indebtedness and Borrowing Facilities 


Borrowings payable within one year are summarized in 
the accompanying short-term debt table. The short-term 
debt caption includes primarily domestic seasonal borrowings. 
The current portion of long-term debt at December 31, 1994 
includes $45,000,000 of senior notes and $6,208,000 of 
medium-term notes and other loans. The current portion of 
long-term debt at December 31, 1993 includes $52,497,000 
of medium-term notes and $30,204,000 of bank debt and 
other loans. The short-term debt at December 31, 1993 also 
included $31,739,000 of 10% subordinated debentures due 
June 30, 1994. These subordinated debentures were called 
by the Company on February 23, 1994 for redemption on 
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Short-Term Debt 

















December 31, 
(In thousands) 1994 1993 
Short-term bank debt siccscaresinws Roreiecces.s $ 78,677 $ 90,612 
Current portion of long-term debt ......... 51,208 82,701 
Commercial paper, less 
unmamortized discount .................. 88,775 172,851 
218,660 346,164 
Current portion of 
capital lease obligations) w:cies e.isiies ve 675 — 
Current portion of guarantee of 
TESOP indebtedness’ © ss... 0. 5 waeoss cc 9,800 10,050 
10% subordinated debentures due 1994, less 
unamortized discount of $692,000 at 
December. 1993) <h diated eiecersan were — 31,739 
Totallshortstermidebt 5. < ecscce ee einesess oS $229,135 $387,953 
Long-Term Debt 
December 31, 
(In thousands) 1994 1993 
Notes payable with interest rates at Dec. 31, 
1994 ranging from 5.1% to 8.69% ....... $ 54,726 $ 84,930 
Medium-term notes payable with interest 
rates at Dec. 31, 1994 ranging from 7.25% 
t0:9:6))96o soccarn eeewatticals Gates ole 73,044 125,479 
127,770 210,409 
Less portion due within one year included in 
CUITONE NOLES PAVADIE: 6/4 oho ates rererenasy che 51,208) (82,701) 
76,562 127,708 
Capital lease‘obligations! 126.0% asics oe 23,238 
Less: cutrent portion = ...cmta nen bee ewe (675) “= 
22,563 — 
Guarantee of TESOP indebtedness ......... 63,993 68,980 
Lesseutrent pomion) < 65 casei deen $8 es (9,800) (10,050) 
54,193 58,930 
jTorallone-termydebt: 2 eacas5 ccis ote oe vis $153,318 $186,638 














April 1, 1994. The redemption was at a price equal to 100% 
of face value of the subordinated debentures for a total of 


$32,431,000. 


Tandy’s short-term credit facilities, including revolving 
credit lines, are summarized in the accompanying short-term 
borrowing facilities table. The method used to compute aver- 
ages in the short-term borrowing facilities table is based on a 
daily weighted average computation which takes into consid- 
eration the time period such debt was outstanding as well as 
the amount outstanding. The Company’s primary source of 
short-term debt, for which borrowings and repayments have 
been presented net in the Consolidated Statements of Cash 
Flows, consists of short-term seasonal bank debt and commer- 
cial paper. The commercial paper matures within ninety days 


as does the short-term seasonal bank debt. 


A commercial paper program was established during 
fiscal 1991 for Tandy and was renewed in May 1994. The 
Company has $400,000,000 in committed facilities in place 
for the commercial paper program. These facilities are to be 
used only if maturing commercial paper cannot be repaid due 
to an inability to sell new paper. This agreement is composed 


Short-Term Borrowing Facilities = 


Months Year 
Year Ended Ended Ended 
December 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Domestic seasonal bank credit lines and bank money market lines: 
Rides avatlapie-at DEMO CNAs ve 5600 so gars wwine nae eet eae ereeR eases Menace $1,025,000 $1,050,000 $1,255,000 $1,398,000 
Loans outstandine at period hd scccc4 2csnea vs erie cals nce Glee s Ge se $ 77,300 $ 90,000 $ 240,500 $ 15,000 
Gompbensating balance requirements: 4 cicconci ee eee ancients tists iw ccacerees None None None None 
Weighted: average interest rate at year end) .c)56 saccons cisistseiie hese wie ae 6.4% 3.6% 3.6% 4.0% 
Weighted average of loans outstanding during period ................... $ 16,358 $ 168,901 $ 75,454 $ 20,394 
Hichest month-end (DOmOWIN GS! o.o:0.< ni St etal orn SO Ny cieen veh ele he edeuscere iene wince $ 88,800 $ 253,200 $ 255,000 $ 50,350 
Weighted average interest rate during period ..................-000005- 5.2% 3.6% 3.6% 5.1% 
Short-term foreign credit lines: 
UTS Tee we CIE US) COR am a raye lore Larsson MeO on 2 eR oc, Sr ee en $ 149,084 $ 143,685 $ 186,841 $ 340,704 
Loans Olitstandiie at period CMG caeanic Gale inc als eesGlese ies Cosco hs Wise Sled $ 1,377 $ 612 Ss 21-257 $ 13,774 
Compensating balancetequirements | ox. s sss ecensier-nractnorsisiatelersiealersevatearsis None None None None 
Weighted average interest rate at period end ............... cece eee ee ee 7.4% 6.7% 9.1% 11.1% 
Weighted average of loans outstanding during period ................... $ 3,563 $ 1,956 $ 22,590 $ 42,638 
Highest MGHtO= CAG“ DOMOWIAES: v..cee wn teers has eee acs ce a eres $ 5,192 $ 4,382 $ 29,260 $ 61,637 
Weighted average interest rate during period .................. 0000005. 5.5% 4.0% 9.7% 13.9% 
Letters of credit and banker’s acceptance lines of credit: 
Rines:svatla ble atyearenda. tis fe teatime tie © Rane rere baciemninietenars $ 475,000 $ 526,000 $ 442,785 $ 410,000 
Acceptances outstanding at yearend ici6ic sive cies sites oe se sioee SS None None None None 
Compensating balance requirements), -i:seccie. «cre ersrece susietone slarecw avy wlatesiors None None None None 
Letters of credit open against outstanding purchase orders at periodend .... $ 91,645 $ 124,701 $ 128,798 $ 232,791 
Commercial paper credit facilities: 
Commercial paper outstanding at periodend .................0 2.00000 $ 88,775 $ 172,851 $ 63,879 $ 109,295 
Weighted averape interest rate-at pemod Nd) occ cwecce eset me oyisemene ns scee 6.2% 3.5% 3.8% 3.8% 
Weighted average of commercial paper outstanding during period ......... $ 37,878 $ 174,494 $ 112,000 $ 80,601 
Hipheste month-end Dorowihgs, cars snc sts ears we cos wcavelossins stavevo ais anaes $ 177,100 $ 295,500 $ 312,250 $ 201,900 
Weighted average interest rate during period ...............02 cece eeeee 4.8% 3.5% 3.5% 5.0% 


of two facilities—one for $200,000,000 expiring in May 1995 
and another $200,000,000 facility expiring in May 1997. An- 
nual commitment fees for the facilities are 2/25 of 1% per an- 
num and '/s of 1% per annum, respectively, whether used or 
unused. The commercial paper facilities limit the amount of 
commercial paper that may be outstanding to a maximum of 
$400,000,000. At December 31, 1994, there were no amounts 
outstanding under the facilities. 

Long-term debt, net of current maturities, at Decem- 


$125 ,479,000 at December 31, 1993. The weighted average 
coupon rates of medium-term notes outstanding at Decem- 
ber 31, 1994 and 1993 were 8.5% and 8.7%, respectively. 
The $6,000,000 of Tandy Credit’s medium-term notes ma- 
turing in May and August of 1995 were paid in full in Febru- 
ary 1995. 

Tandy Corporation’s medium-term notes mature as 
follows: 


(In thousands) 
ber 31, 1994 and December 31, 1993 totaled $153,318,000 Second quarter, LOG ia a syecca < cisrars vnceeas aoe oa $ 1,500 
and $186,638,000, respectively. Included in long-term debt at Third carter 1006, ue acy + sues ae een 11.200 


December 31, 1993 is $45,000,000 of 8.69% senior notes 
due January 15, 1995. These senior notes have been out- 
standing since February 7, 1990. 

Tandy completed a $500,000,000 shelf registration in 
January 1991 of which $400,000,000 was designated for 
medium-term notes. Tandy Credit’s $400,000,000 shelf regis- 
tration was amended in October 1990 to add a $200,000,000 
Series B medium-term note program. At December 31, 

1994 available borrowing capacity under Tandy’s and 
Tandy Credit’s medium-term note programs aggregated 
$429,200,000. Medium-term notes outstanding at De- 
cember 31, 1994 totaled $73,044,000 compared to 


Second GUAktEE, 1907 cunt sesen © cuit. See ee 28,500 
Secondaaarter 1998s ress < apscctens Sete aesees tes 20,000 
Thitd quartet: 1998 secu x sidew dunn wanes ess 5,000 
Fourthiauatter 1999 s..S.s0 ans cae Se es eam ae 





The Company established an employee stock ownership 
trust in June 1990. Further information on the trust and its 
related indebtedness, which is guaranteed by the Company, is 
detailed in the discussion of the Tandy Employees Stock Own- 
ership Plan in Note 14. 
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Long-term borrowings outstanding at December 31, 
1994 mature as follows: 


(In thousands) 


POOR) ac = Aesare Garters @ arietamsl oun v stats weavers OS a $61,683 
LQOG 4. Pais & hstos % CGE anaes = Ate HEY F ee A 23,076 
QO! Wide cute aia yravevoe tt Saneoy mura aaetnu errs rore reer teas 41,399 
LOS: sess siaseha w weecel> ¢ rkoce wives sie @ syaleuene wielunn siqiade 4 37,948 
LODO” cutitouee 5 via 4 hae a wae 6 850E Hee Siete PH 12,015 


2000 and theteattet’ css: hens cst Seas eee ee 38,880 


The fair value of the Company’s long-term debt of 
$191,763,000 (including current portion, but excluding capi- 
tal leases) is approximately $194,098,000 at December 31, 
1994. 


Note 10-Leases 


Tandy leases rather than owns most of its facilities. The 
Radio Shack stores comprise the largest portion of Tandy’s 
leased facilities. The Radio Shack, Tandy Name Brand and 
Computer City stores are located primarily in major shopping 
malls, shopping centers or freestanding facilities owned by 
other companies. The Company owns three of the nine 
Incredible Universe buildings. The store leases are generally 
based on a minimum rental plus a percentage of the store’s 
sales in excess of a stipulated base figure. Tandy also leases 
distribution centers and office space. In 1994, under a sale 
and leaseback agreement with an unrelated third party, the 
Company sold certain Incredible Universe stores for approxi- 
mately $52,719,000 and leased the properties back under a 
lease agreement which matures on September 9, 1999. The 
transaction produced a gain of approximately $1,664,000 
which was deferred and is being amortized over the life of the 
lease periods. The Company does not have any continuing in- 
volvement under the sale-leaseback transaction. The future 
minimum lease payments are included in the table below. 

Future minimum rent commitments at December 31, 
1994 for all long-term noncancelable leases (net of immaterial 
amounts of sublease rent income) are included in the follow- 
ing table. 


Operating Leases Capital Leases 


(In thousands) 


LOS) sisve & Mink cieie ce ome $147,803 $ 4,051 
TOGA ve : sians Cee 141,224 4,051 
LOOT a wee veel Se 124,564 4,089 
LOOS: wate Hei AOR 107,232 4,195 
LS) CR ME PRCT ag 9 88,641 4,422 
2000 and thereafter ... 336,975 43,325 
Total minimum lease payments ......... 64,133 
Less: Amount representing interest ...... (40,895) 
Present value of net minimum 

lease Payments. « cawe veces 4 cee Ane $23 238 
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Space Owned and Leased (Unaudited) 
Approximate Square Footage 























at December 31, 
1994 
In thousands Owned Leased Total 
Retail 
Radi Shiaties weiss scree — 10,806 10,806 
GomputerGity jecens oe ceees -- 1,567 1,567 
Incredible Universe ........... 300 609 909 
Tandy Name Brand .......... — 1,509 1,509 
CHRER: Sos Saale sree ei ors _ 269 — ___269 
569 14,491 15,060 
Ma iistpetttTtng: esos pene aie esvansuecens 641 212 853 
Warehouse and office ......... 3,357 _2,310 _5,667 
4,567 17,013 21,580 
pommel ee 
(In thousands) Owned Leased Total 
Retail 
Radio SHack:  jaiec wren ieatawetraes — 10,767 10,767 
Computer City to...) 0 tees _ 940 940 
Incredible Universe ........... 300 — 300 
Tindy: Name Brand ... dccscescjere:s 7 1,649 1,649 
Git fel AOS A IERIE See RAE 2 — 275: 
575 13,356 13,931 
Manifartiining 6 ose). anvaiery. 641 212 853 
Warehouse and office ......... 3,384 _1,957 5,341 
4,600 15,525 20,125 
Rent Expense 
Six 
Months Year 
Year Ended Ended Ended 
Dec. 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Minimum rents ....... $210,443 $200,183 $102,986 $201,794 
Contingent rents ...... 2,947 2,644 2,456 3,938 
Sublease rent income .. (968) (426) (114) (1,059) 
Total rent 
EXPENSE schlisicaioas: ¢ $212,422 $202,401 $105,328 $204,673 
Note 11- Accrued Expenses oeenpersit 
In thousands 1994 1993 
Payrolband: DOMUSES: 3. 64 sicterstse eieresseas cas $ 68,974 $ 57,600 
Sales and mayroll axes © ois. siece ecsempnce Aissevcise- olevers 58,168 44,790 
IniStsfaniCe. Sees cierstecetess sadavesele wre saveceinaee efares 52,394 48,609 
Deferred service contract income ............. 7,734 102,223 
RENE sito clocss iloarelels Worleiatclaee selves sree 25,203 22,093 
AAVECHSOR, ie siivsrtraierpoiomreterae wcccsteuie nat 38,301 25,546 
PAterest Ox DONSe: <5 cigs ass Bs ataneysa oss wiselele dempel eee 5,914 7,358 
ROStruCtULINg FESEIVE: ca. cassia ae sistareisioss sisters 83,383 6,790 
Dene ae rete co aca ieee mine ceca ethan 36,724 34,048 


$376,795 $349,057 


Note 12-Income Taxes 


The components of the provision for income taxes and a 
reconciliation of the U.S. statutory tax rate to the Company’s 
effective income tax rate are given in the accompanying 
tables. 


Income Tax Expense 
Six 
Months Year 
Year Ended Ended Ended 
December 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Current 
POGCTAL in cxcacaiian $109,325 $109,543 $63,869 $118,552 
State 25 esevgies oe os 8,949 8,543 1,482 4,822 
Poreipti Ee scash cae 3,292 1,781 1,003 3,530 
121,566 119,867 66,354 126,904 
Deferred 
Hederall. .2209=. 2s 12,127 (4,344) (31,123) (5,619) 
Foreign cesene costs 1,512 = 5 (1,500) 





13,639 (4,344) (31,118) (7,119) 


Total income tax 





erpensen Le $135,205 $115,523 $35,236 $119,785 Deferred Tax Assets 
A Ara), ‘ December 31, 
The IRS Dallas field office is reviewing the Company's (In thousands) 1994 1993 
1987-1989 tax returns. The review in Dallas could lead to re- 
ferral to the IRS National office. The resolution of this matter Baia SDE Rese NG iets certo erence #135266 $14,268 
le a additional AG Intercompany profit elimination .......... 4,849 6,654 
could result in ae BAC LEE LANes at Eee): to the Comp ey Deferred service contract income .......... 3,333 41,290 
related to the spin-off of InterTAN and raises questions about Restructuring reserves .........0000000--- 24,680 3362 
the private letter rulings issued by the IRS regarding the spin- Institance LESELves: << Feovie se eisosicise Siaaisie) es 8,484 5,607 
off and certain other tax matters. Although aggregate addi- Loss carryforwards and carrybacks ......... — 7,231 
tional taxes involved in these transactions could potentially ee BAK IGEECIS se 5iclui es Ue nA ecient Mie 4,396 
Sais the? coc. erqewss Sens axes aaa sa eee ; = 
range from $0 to $46 million, based on the advice of the Teaaaa AG 
Comp any).® indep endent tax advisors, the Comp any, believes Valuation allowance’ <3... sicccensis waite rscais (4,396) (4,396) 
at would E revail if any tax litigation had tO be instituted. Any Total deferred tax assets. accaise sa aces 59,178 78,412 
ultimate tax assessment would also include interest. In any WER RASH 
; eferred Tax Li 
event the Company believes the ultimate resolution would faventoradustnents uiet anh 6.963 9.445 
have no material impact on the Company’s financial Depreciation and amortization ........... 5,886 8,322 
condition. Credit card origination costs ............. 4,410 3,221 
In January 1993, the Company adopted FAS No. 109. Deferred taxes on foreign operations ....... 7,783 4,275 
The adoption of FAS 109 changes the Company’s method Other oe we vlislelee o¢ @ ‘ ° ee 6 Sie) b) eireliolle eile ws..e)s.e = 4,269 
of accounting for income taxes from the deferred method Toca deterred tae aU tthS) aie een ao 0% mish EL 
(‘APB 11°”) to an asset and liability approach. Previously, the Nét Deferred Tac Assets) 05 ccs: ete $34,136 $49,880 
Company deferred the past tax effects of timing differences 
Statutory vs. Effective Tax Rate 
Year Ended Six Months Ended Year Ended 
December 31, December 31, June 30, 

(In thousands) 1994 1993 1992 1992 
Components of pretax income from continuing operations: 

United Stateses cu vasuutee ce suceuuis weno neeas cee $357,325 $298,506 $ 97,874 $325,584 

Pore retest. eh ete: sialic) SORE, IE, ENS 2,215 12,649 5,043 4,914 
Income: before 1nCOMe faxes 6.0.6.6 oc ese cocs sins oja.siencuare cosine 359,540 311,155 102,917 330,498 

Statutory Tax LAC yo wie ee sie si ees x 35% x 35% x 34% x 34% 
Federal income tax at statutory rate ..............000. 125,839 108 ,904 34,992 112,369 
State income taxes, less federal income tax benefit ..... 5,817 5,553 978 3,183 
Other, ets ss, .aisare cs 5G oO els HE alnke OS SENSORS BRU 3,549 1,066 (734) 4,233 
TotaliineOme tax-Cxpense:  sie.c.e sc onesie cs atasaieiate ae one $135,205 $115,523 $ 35,236 $119,785 
Effective taxirate: sjciste stele sles: nicrate skevereraleg see slpleteralyrs es 37.60% 37.13% 34.24% 36.24% 


between financial reporting and taxable income. The asset 
and liability approach requires the recognition of deferred tax 
liabilities and assets for the expected future tax consequences 
of temporary differences between the carrying amounts and 
the tax bases of assets and liabilities. 

The adjustments to the January 1, 1993 balance sheet 
to adopt FAS 109 totaled $13,014,000. Approximately 
$9,786,000 of this adjustment related to continuing opera- 
tions and the remaining $3,228,000 was from discontinued 
operations. The aggregate amount of $13,014,000 was re- 
flected in 1993 net income as the cumulative effect of change 
in accounting principle. It primarily represents the impact 
of adjusting deferred taxes to reflect the then current tax rate 
of 34% as opposed to the higher tax rates that were in effect 
when the deferred taxes originated. The Company subse- 
quently increased its U.S. deferred tax asset in 1993 as a result 
of legislation enacted during 1993 which increased the corpo- 
rate tax rate from 34% to 35%. Deferred tax assets and liabil- 
ities as of December 31, 1994 and December 31, 1993 were 
comprised of the following: 
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Note 13-Stock Purchase and Savings Plans 

Stock purchase and savings plans are offered by Tandy 
Corporation to its employees. These plans are designed to 
provide employees with a consistent investment program 
which provides for their retirement and an opportunity to 
participate in the Company’s growth. 


Tandy Corporation Stock Purchase Program (‘‘SPP’’). 
The SPP is available to most employees who have been em- 
ployed at least six months. Participants may contribute 1% to 
10% of annual compensation. The Company matches 40%, 
60% or 80% of the employee’s contribution depending on 
the length of the employee’s participation in the SPP. Tandy’s 
contributions to the SPP were $16,881,000 and $18,955,000 
for the calendar years ended December 31, 1994 and 1993, 
respectively, and $8,756,000 for the six months ended De- 
cember 31, 1992. For fiscal 1992 the Company’s contributions 
were $20,253,000. 

Tandy Employees Deferred Salary and Investment Plan 
(‘‘DIP’’). An eligible employee electing to participate in the 
DIP may defer 5% of annual compensation, subject to cer- 
tain limitations established by the Tax Reform Act of 1986. 
The Company pays this amount into the plan as a deferred 
salary contribution for the account of the employee. The em- 
ployee’s 5% contribution is considered deferred compensa- 
tion and is not taxed to the employee as long as it remains in 
the plan. Beginning October 1990, the Company began mak- 
ing contributions to the newly formed employee stock owner- 
ship plan described in Note 14 in lieu of the matching 
contributions to the DIP. To participate in the employee stock 
ownership plan, employees must continue to make deferred 
salary contributions to the DIP In June 1992, the Company 
received a determination letter ruling that the DIP is a quali- 
fied 401(k) plan. An administrative committee appointed by 
the Board of Directors invests the DIP’s assets primarily in 
Tandy securities. 


Note 14-Tandy Employees Stock Ownership Plan 
(““TESOP’’) 

As a continuation of the Company’s programs to en- 
courage employee ownership of Tandy stock, the Company 
formed the TESOP on June 28, 1990. On July 31, 1990, the 
TESOP trustee borrowed $100,000,000 at an interest rate of 
9.34% with varying semi-annual principal payments through 
June 30, 2000. On December 15, 1994, the TESOP entered 
into an agreement with an unrelated third party to refinance 
a portion of the TESOP’s indebtedness by borrowing 
$5,063,000 at an interest rate of 8.76% to retire a portion of 
the original $100,000,000 indebtedness. The maturity date of 
this borrowing is December 30, 2000. The TESOP plans to 
borrow an additional $11,630,000 over the next five years. 
The final maturity on the additional borrowings is projected 
to be December 30, 2002. Dividend payments and contribu- 
tions from Tandy will be used to repay the indebtedness. Be- 
cause Tandy has guaranteed the repayment of these notes, the 
indebtedness of the TESOP is recognized as a long-term obli- 
gation in the accompanying consolidated balance sheet. An 
offsetting charge has been made in the stockholders’ equity 
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section of the accompanying consolidated balance sheet to re- 
flect unearned compensation related to the TESOP. 

The TESOP trustee used the proceeds from the issuance 
of the 1990 notes to purchase 100,000 shares of Series B 
TESOP Convertible Preferred Stock (the ‘“TESOP Preferred 
Stock’’) from Tandy at a price of $1,000 per share. Each share 
of such stock is convertible into 21.768 shares of Tandy com- 
mon stock. The annual cumulative dividend on TESOP Pre- 
ferred Stock is $75.00 per share, payable semi-annually. This 
series of stock has certain liquidation preferences and may be 
redeemed by Tandy after July 1, 1994 at specified premiums. 

During the term of the TESOP, the TESOP Preferred 
Stock will be allocated to the participants annually based on 
the total debt service made on the indebtedness. In 1994 the 
TESOP was amended to provide for quarterly withdrawals by 
participants and an annual allocation of TESOP Preferred 
Stock to participants. The first annual allocation will occur on 
March 31, 1995. The allocations of preferred stock to the indi- 
vidual participants’ accounts are determined according to the 
terms of the TESOP. As vested participants withdraw from the 
TESOP, payments are made in cash or Tandy common stock. 
The preferred stock has a face value of $1,000 per share and 
the Company ts obligated to redeem the preferred stock at 
the higher of the appraised value or $1,000 per share in the 
event of a participant’s withdrawal. The Company has the 
option to redeem the preferred stock in either cash or com- 
mon stock. Forfeited shares are returned to the TESOP and 
allocated to the accounts of other participants. In June 1992 
the Company received a determination letter ruling from the 
IRS that the TESOP was a qualified employee stock owner- 
ship plan. 

In fiscal 1991 Tandy recorded, as a component of stock- 
holders’ equity, $100,000,000 of unearned compensation to 
reflect the value of the TESOP Preferred Stock sold to the 
TESOP. As shares of the TESOP Preferred Stock are allocated 
to the TESOP participants, compensation expense is recorded 
and unearned compensation is reduced. Interest expense on 
the TESOP notes is also recognized as a cost of the TESOP. 
The compensation component of the TESOP expense is re- 
duced by the amount of dividends accrued on the TESOP 
Preferred Stock with any dividends in excess of the compensa- 
tion expense reflected as a reduction of interest expense. Dur- 
ing the year ended December 31, 1994, the compensation 
and interest costs related to the TESOP before the reduction 
for the allocation of dividends were $10,008,000 and 
$6,202,000, respectively. The compensation and interest costs 
related to the TESOP before the reduction for the allocation 
of dividends were $9,605,000 and $7,195,000, respectively, 
during the year ended December 31, 1993. During the six 
months ended December 31, 1992, the compensation and in- 
terest costs related to the TESOP before the reduction for the 
allocation of dividends were $4,266,000 and $3,969,000, re- 
spectively. Such amounts for fiscal 1992 were $8,233,000 and 
$8,526,000, respectively. Contributions from Tandy to the 
TESOP for the years ended December 31, 1994 and 1993 to- 
taled $11,189,000 and $17,895,000, respectively, including the 
$6,777,000 and $7,135,000 of dividends paid on the TESOP 


Preferred Stock. Contributions for the six months ended De- 
cember 31, 1992 and the year ended June 30, 1992 totaled 
$9,269,000 and $16,926,000, respectively, including the 
$3,665,000 and $7,441,000 of dividends paid on the TESOP 
Preferred Stock. 

At September 30, 1994, 31,020 shares of TESOP Prefer- 
red Stock had been released and allocated to participants’ ac- 
counts in the TESOP (including 10,288 shares which had 
been withdrawn by participants). At December 31, 1994, 
8,142 shares of TESOP Preferred Stock were released for allo- 
cation to participants at March 31, 1994. At December 31, 
1994, 60,838 shares of TESOP Preferred Stock were available 
for later release and allocation to participants over the remain- 
ing life of the TESOP. 

Under the terms of Tandy’s guarantee of the notes, 
Tandy is obligated to make semiannual contributions to the 
TESOP to enable it to pay principal and interest on the debt 
securities. Tandy has fully and unconditionally guaranteed the 
TESOP’s payment obligations, whether at maturity, upon re- 
demption, upon declaration of acceleration or otherwise. The 
holders of the notes have no recourse against the assets of the 
TESOP except in the event that the TESOP defaults on pay- 
ments due and then only to the extent that the TESOP holds 
cash payments made by Tandy to the TESOP to enable it to 
meet its obligations under the notes and any earnings attrib- 
utable to such contributions. No amounts were in default as 
of December 31, 1994. 

The TESOP fiscal year ends on March 31. At March 31, 
1994, the TESOP held as assets $95,786,000 of TESOP Pre- 
ferred Stock and $4,186,000 of receivables and had liabilities 
comprised of the remaining principal on the notes of 
$68,980,000 and accrued interest payable on the notes of 
$1,611,000, resulting in net assets of $29,381,000. 


Note 15-Stock Options and Performance Awards 
1985 Stock Option Plan (“‘SOP’’) 


Under the 1985 SOP, as amended, options to acquire up 
to 2,000,000 fully registered shares of Tandy’s common stock 
may be granted to officers and key management employees of 
the Company. The Organization and Compensation Commit- 
tee (the ‘“‘Committee’’) has sole discretion in determining 
whether to grant options, who shall receive them, the num- 
ber of options granted to any individual and whether an op- 
tion will be an incentive stock option or a nonstatutory stock 
option. The term of incentive stock options may not exceed 
10 years and the term of nonstatutory stock options may not 
exceed a term of 10 years plus one month. No option may be 
exercised within one year of the date of grant and then may 
be exercised in specified installments only after stated inter- 
vals of time. 

The maximum amount that may be exercised at the ex- 
piration of each of the first through fifth anniversaries of the 
nonstatutory stock options is 20%. On each of the first three 
anniversaries of the date of grant of the incentive stock op- 
tions, one-third of each individual’s options become exercis- 
able. Upon termination of employment, the optionee must 
exercise all currently vested options by the earlier of the op- 
tion expiration date(s) or three months from the date of ter- 


mination of employment or forfeit such options, except that 
upon retirement at age 55 or older the three months is ex- 
tended to 12 months in the case of nonstatutory stock options 
only. Notwithstanding the grant of options initially exercis- 
able in installments, upon the termination of employment as 
a result of death or total disability of an optionee, all options 
then held shall for a period of 12 months, subject to earlier 
termination at the fixed expiration date, become immediately 
exercisable without regard to dates at which the installments 
are exercisable. Upon the retirement of an optionee at age 55 
or older, the Committee may in its discretion accelerate the 
dates at which remaining installments of options may be exer- 
cised to the date of retirement. In the event of a change in 
control, all outstanding options become immediately exercis- 
able for the full number of shares subject to options. The op- 
tion price is determined by the Committee at the ume the 
option is granted, but the option price will not be less than 
100% of the fair market value of the stock on the date of 
grant. Since the option prices have been fixed at the market 
price on the date of grant, no compensation has been charged 
against earnings by the Company. Authorized and unissued 
shares or treasury stock may be issued to participants when 
options are exercised. 

The SOP provides for adjustments to be made to options 
outstanding under the plan in order to prevent dilution of 
options upon the occurrence of a number of events, including 
the distribution of shares of a subsidiary of the Company to 


its stockholders. 
Under the SOP there were 1,290,974 vested options 


which could have been exercised for a total price of 
$44,460,052 at December 31, 1994. Shares available for addi- 
tional grants under the SOP were 242,626 at December 31, 
1994. 


1993 Incentive Stock Plan (‘‘ISP’’) 


During March 1993, the Board adopted the ISP, as 
amended. The ISP is administered by the Committee. A total 
of 3,000,000 shares of the Company’s common stock were te- 
served for issuance under the ISP and have been registered 
with the Securities and Exchange Commission. 

The ISP permits the grant of incentive stock options 
(“‘ISOs’’), nonstatutory stock options (options which are not 
ISOs) (““NSOs’’), stock appreciation rights (““SARs’’), re- 
stricted stock, performance units or performance shares. 

Grants of options under the ISP shall be for terms speci- 
fied by the Committee, except that the term shall not exceed 
10 years (5 years if granted to a 10% or more stockholder of 
the Company’s common stock). Subject to the discretion of 
the Committee, options become exercisable in such install- 
ments and at such times as specified in the option agree- 
ments, payments for shares issuable upon exercise of an 
option may be made in cash, common stock, or a combina- 
tion of both. The amount payable upon exercise of a SAR 
may be made at the discretion of the Committee either in 
cash or common stock or in a combination of cash and com- 
mon stock. Provisions of the ISP generally provide that in the 
event of a change in control all options become immediately 
and fully exercisable and all restrictions on restricted stock 
lapse. 
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As part of the ISP, each non-employee director of the 
Company receives a grant of NSOs for 3,000 shares of the 
Company’s common stock on the first business day of Sep- 
tember of each year (‘‘Director Options’’). Director Options 
have an exercise price of 100% of the fair market value of the 
Company’s common stock on the trading day prior to the 
date of grant, vest as to one-third of the shares annually on 
the first three anniversary dates of the date of grant and ex- 
pire 10 years after the date of grant. The first grant of the 
Director Options was made on September 1, 1993. 

The exercise price of an option (other than a Director 
Option) is determined by the Committee, provided that the 
exercise price shall not be less than 100% of the fair market 
value of a share of the Company’s common stock on the date 
of grant. 

At December 31, 1994 there were 122,290 vested op- 
tions which could have been exercised for a total exercise price 
of $4,584,645 and 2,258,200 shares available for additional 
grants under the ISP. The ISP shall terminate on the tenth an- 
niversary of the day preceding the date of its adoption by the 
Board and no option or award shall be granted under the ISP 
thereafter. 


Stock option activity from June 30, 1991 through De- 
cember 31, 1994, including GRiD options, is summarized in 
the accompanying chart. 


Stock Option Activity 


Aggregate 
(In thousands, except Number Option Price Exercised 
per share amounts) of Shares Per Share Value 
June 30, 1991 ....+... 1,414 $ 5.94-$47.50 $49,651 
Options granted ...... 358 $24.25-$28.19 10,057 
Options exercised ..... (20) $ 5.94-$17.81 (119) 
Options cancelled ..... (45) $ 5.94-$47.50 _(1,574) 
June 30, 1992 .......- 1,707 $ 5.94-$47.50 58,015 
Options granted ...... 254 $30.38 7,716 
Options exercised ..... (9) $ 5.94 (52) 
Options cancelled ..... (12) $ 5.94-$47.50 (353) 
December 31, 1992 ... 1,940 $ 5.94-$47.50 65,326 
Options granted ...... 368 $30.00-$37.25 13,343 
Options exercised ..... (182) $ 5.94-$47.50 (5,341) 
Options cancelled ..... (162) $ 5.94-$47.50 (5,533) 
December 31, 1993 ... 1,964 $25.06-$46.13 67,795 
Options granted ...... 398 $37.00-$44.19 17,401 
Options exercised ..... (76) $25.06-$41.94 (2,465) 
Options cancelled ..... (110) $25 .06-$46.13 (4,068) 
December 31, 1994 ... 2,176 $25 .06-$45.88 $78,663 


40 tanpy corPorATION 


Note 16-Preferred Share Purchase Rights 


In August 1986 the Board of Directors adopted a stock- 
holder rights plan and declared a dividend of one right for 
each outstanding share of Tandy common stock. The Board 
amended the rights plan in June 1988 and amended and re- 
stated the rights plan in June 1990. The rights, which will 
expire on June 22, 2000, are currently represented by the 
common stock certificates and when they become exercisable 
will entitle holders to purchase one one-thousandth of a share 
of Tandy Series A Junior Participating Preferred Stock for an 
exercise price of $140 (subject to adjustment). The rights will 
become exercisable and will trade separately from the com- 
mon stock only upon the date of public announcement that a 
person, entity or group (‘‘Person’’) has acquired 15% or more 
of Tandy’s outstanding common stock without the prior con- 
sent or approval of the disinterested directors (‘‘ Acquiring 
Person’’) or ten days after the commencement or public an- 
nouncement of a tender or exchange offer which would result 
in any person becoming an Acquiring Person. In the event 
that any person becomes an Acquiring Person, the rights will 
be exercisable for 60 days thereafter for Tandy common stock 
with a prior market value (as determined under the rights 
plan) equal to twice the exercise price. In the event that, after 
any person becomes an Acquiring Person, the Company en- 
gages in certain mergers, consolidations, or sales of assets rep- 
resenting 50% or more of its assets or earning power with an 
Acquiring Person (or persons acting on behalf of or in concert 
with an Acquiring Person) or in which all holders of common 
stock are not treated alike, the rights will be exercisable for 
common stock of the acquiring or surviving company with a 
prior market value (as determined under the rights plan) 
equal to twice the exercise price. The rights will not be exer- 
cisable by any Acquiring Person. The rights are redeemable at 
a price of $.05 per right prior to any person becoming an Ac- 
quiring Person or, under certain circumstances, after the ex- 
piration of the 60-day period described above, but the rights 
may not be redeemed or the rights plan amended for 180 
days following a change in a majority of the members of the 
Board (or if certain agreements are entered into during such 
180-day period). 


Note 17-Termination Protection Plans 


In August 1990, the Board of Directors of the Company 
approved termination protection plans and amendments to 
various other benefit plans including the stock purchase pro- 
gram and deferred salary and investment plan described in 
Note 13. These plans provide for defined termination benefits 
to be paid to eligible employees of the Company who have 
been terminated, without cause, following a change in con- 
trol of the Company (as defined). In addition, for a certain 
period of time following employee termination, the Com- 
pany, at its expense, must continue to provide on behalf of 
the terminated employee certain employment benefits. In 
general, during the twelve months following a change in con- 
trol, the Company may not terminate or change existing em- 
ployee benefit plans in any way which will affect accrued 
benefits or decrease the rate of the Company’s contribution 
to the plans. 


Note 18-Issuance of Series C Percs and Tender 
Offer 

In February 1992, the Company issued 15,000,000 de- 
positary shares of Series C Conversion Preferred Stock (‘‘Series 
C PERCS’’) at $29.50 per depositary share (equivalent to 
$2,950.00 for each Series C PERCS). Each of the depositary 
shares represents ownership of !/100th of a share of Series C 
PERCS. The annual dividend for each depositary share is 
$2.14 (based on the annual dividend rate for each Series C 
PERCS of $214.00). On April 15, 1995, each of the depositary 
shares will automatically convert into (i) one share of Tandy 
common stock (equivalent to 100 shares for each Series C 
PERCS) subject to adjustment in certain events and (ii) the 
right to receive on such date an amount in cash equal to all 
accrued and unpaid dividends thereon. The liquidation pref- 
erence for each depositary share is $29.50 (equivalent to 
$2,950.00 for each Series C PERCS) plus any accrued and un- 
paid dividends. 

Tandy announced on January 23, 1995 that it had exer- 
cised its right to call all the issued and outstanding PERCS for 
conversion on March 10, 1995, prior to its mandatory conver- 
sion date of April 15, 1995. For each PERCS depositary share 
redeemed, 0.787757 Tandy common shares will be issued for 
an aggregate of approximately 11,816,000 shares. In addition, 
each PERCS depositary share will receive a dividend in cash of 
$0.321 representing the accrued dividend from January 16, 
1995 through the redemption date of March 10, 1995. 


Note 19-Supplemental Cash Flow Information 


The effects of changes in foreign exchange rates on cash 
balances have not been material. Cash flows from operating 
activities included cash payments as follows: 


Six 
Months Year 
Year Ended Ended Ended 
December 31, Dec. 31, June 30, 
(In thousands) 1994 1993 1992 1992 
Interest paid: s.:cc... 0% $ 31,440 $ 47,223 $29,480 $ 59,214 
Income taxes paid ..... $ 84,516 $105,313 $62,466 $135,736 


A capital lease obligation of $23,873,000 was recorded 
during the year for the lease of certain retail stores. 


Note 20-Litigation 

The Company is a defendant in a consolidated action ti- 
tled O’Sullivan Industries Holdings, Inc. Securities Litigation, 
which was commenced in 1994 and is currently pending be- 
fore the United States District Court for the Western District 
of Missouri. The plaintiffs seek damages in an unspecified 
amount alleging that O’Sullivan’s initial public offering pro- 
spectus, certain press releases and other materials contained 
material misrepresentations and omissions. They have also 
named O’ Sullivan, O’Sullivan’s officers and directors, and 
the underwriters as defendants. Tandy believes that the law- 
suit is totally without merit and is defending itself vigorously. 
It further believes that even though an adverse resolution of 
the litigation may have a negative impact on its results of op- 
erations in the year of resolution, resolution will not have a 
material adverse effect on its financial condition or liquidity. 


Tandy has various claims, lawsuits, disputes with third 
parties, investigations and pending actions involving allega- 
tions of negligence, product defects, discrimination, infringe- 
ment of intellectual property rights, securities matters, tax 
deficiencies, violations of permits or licenses, and breach of 
contract and other matters against the Company and its sub- 
sidiaries incident to the operation of its business. The liability, 
if any, associated with these matters was not determinable at 
December 31, 1994. While certain of these matters involve 
substantial amounts, and although occasional adverse set- 
tlements or resolutions may occur and negatively impact 
earnings in the year of settlement, it is the opinion of man- 
agement that their ultimate resolution will not have a materi- 
ally adverse effect on Tandy’s financial position. 


Note 21-Discontinued Operations 


On June 25, 1993, the Board of Directors of Tandy 
adopted a formal plan of divestiture under which the 
Company would sell its computer manufacturing and market- 
ing businesses, the O’ Sullivan Industries, Inc. (“‘O’Sullivan’’) 
ready-to-assemble furniture manufacturing and related mar- 
keting business, the Memtek Products division and the Lika 
printed circuit board business. 

Computer Manufacturing. The Company closed the sale 
of the computer manufacturing and marketing businesses to 
AST Research, Inc. (“‘AST’’) on July 13, 1993. In accordance 
with the terms of the definitive agreement between Tandy 
and AST, Tandy received $15,000,000 upon closing of the 
sale. The balance of the purchase price of $90,000,000 is 
payable by a promissory note. The principal amount of this 
promissory note is payable by July 12, 1996; interest is ac- 
crued and paid annually. The interest rate on the promissory 
note is currently 4.94% per annum and is adjusted annually, 
not to exceed 5% per annum. The terms of the promissory 
note stipulate that the outstanding principal balance may be 
paid at maturity at AST’s option in cash or the common stock 
of AST. However, at Tandy’s option not more than 50% of 
the initial principal balance may be paid in common stock of 
AST. The promissory note is supported by a standby letter of 
credit in the amount of the lesser of $100,000,000 or 70% of 
the outstanding principal amount of the promissory note. At 
December 31, 1994, the standby letter of credit approximated 
$67,704,000. 

In October 1993, the Company sold its computer mar- 
keting operations in France to AST, together with certain 
other multimedia assets and additional Swedish inventory, in 
return for an increase in the principal amount of the promis- 
sory note described above to $96,700,000. The Company has 
discounted this note by $2,000,000 and the discount will be 
recognized as interest using the effective interest rate method 
over the life of the note. 
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Memtek Products. On November 10, 1993, the 
Company executed a definitive agreement with Hanny 
Magnetics (B.V.I.) Limited, a British Virgin Islands corpora- 
tion (‘‘Hanny’’), to purchase certain assets of the Company’s 
Memtek Products operations, including the license agreement 
with Memorex Telex, N.V. for the use of the Memorex trade- 
mark on licensed consumer electronics products. This sale 
closed on December 16, 1993. Hanny is a subsidiary of Hanny 
Magnetics (Holdings) Limited, a Bermuda corporation, listed 
on the Hong Kong Stock Exchange. Proceeds from this sale 
aggregated $69,602,000. The $7,102,000 receivable which re- 
mained at December 31, 1993, was paid in 1994. 

O'Sullivan Industries. On January 27, 1994 the 
Company announced that it had reached an agreement with 
the underwriters to sell all the common stock of O’ Sullivan 
Industries Holdings, Inc., the parent company of O’Sullivan, 
to the public at $22 per share. The net proceeds realized 
by Tandy in the initial public offering, together with a 
$40,000,000 cash dividend from O’ Sullivan Industries, Inc. , 
approximated $350,000,000. The initial public offering 
closed on February 2, 1994. 


Tandy has recognized income of approximately 
$4,399,000, net of tax, during the year ended December 31, 
1994, pursuant to a Tax Sharing and Tax Benefit Reimburse- 
ment Agreement between Tandy and O’ Sullivan under which 
Tandy receives payments from O'Sullivan approximating the 
federal tax benefit that O’ Sullivan realizes from the increased 
tax basis of its assets resulting from the initial public offering. 
The higher tax basis increases O’Sullivan’s tax deductions 
and, accordingly, reduces income taxes payable by O’ Sullivan. 
These payments will be made over a 15-year time period and 
are contingent upon O’Sullivan’s taxable income each year. 
The Company recognizes these payments as additional sale 
proceeds and gain in the year in which the payments become 
due and payable to the Company pursuant to the Tax Sharing 
and Tax Benefit Reimbursement Agreement. The additional 
gain is recorded as a reduction of SG&A expense in the ac- 
companying Consolidated Statements of Income. 

Lika. On October 11, 1994, Tandy sold the assets used 
in its Lika® printed circuit board division to Viktron Limited 
Partnership, an Illinois limited partnership. The proceeds 
from the sale and liquidation of assets approximated 
$16,380,000 which included $7,754,000 in cash, proceeds 
from liquidation of retained assets of $5,594,000 and secured 
promissory notes for $3,032,000. 

In connection with the computer manufacturing sale, 
the Memtek Products sale and the Lika sale, the Company 
agreed to retain certain liabilities primarily relating to war- 
ranty obligations on products sold prior to the sale. Man- 
agement believes that accrued reserves, as reflected on its 
December 31, 1994 balance sheet, are adequate to cover 
estimated future warranty obligations for the products. 
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The losses from discontinued operations prior to the 
measurement date are outlined in the table below. 


Six 
Year Months Year 
Ended Ended Ended 


Dec. 31, Dec. 31, June 30, 


(In thousands) 1993 1992 1992 


Net sales and operating revenues .. 


Loss from discontinued operations: 

Operating loss before income tax .. 
Income tax benefit .............+. 
Operating loss sic oscarieseisises 


Estimated loss on disposal ........ 
Estimated operating loss during 


$ 368,137 $500,861 $ 940,591 





$ (59,549) $ (72,665) $ (30,503) 
1,930 8,790 3,637 


(57,619) $ (63,875) $ (26,866) 
(63,778) 


phascout Period: ic 6 )27550)6615 oi sivas (7,000) 
Income tax benefit .............. 16,600 
Loss Ondisposal ns cescitca wa viens (54,178) 
Total loss from discontinued 

OPOlatlONSs: Vershers:a carseat Himes $(111,797) 


A loss from the sale of the Company’s computer manu- 
facturing operations to AST, inclusive of losses from opera- 
tions during the phaseout period, was offset by gains from 
the sale of Memtek Products, O’ Sullivan and Lika, also inclu- 
sive of results of operations during the phaseout period. 

Interest expense of $4,608,000 allocated through the 
measurement date of June 30, 1993 and $5,170,000 for the 
six months ended December 31, 1992, has been allocated to 
discontinued operations based on the percentage of the net 
assets of discontinued operations to total net assets. 


Note 22-Relations with InterTAN 


InterTAN, the former foreign retail operations of Tandy, 
was spun off to Tandy stockholders as a tax-free dividend in 
fiscal 1987. Under the merchandise purchase terms of the 
original distribution agreement, InterTAN could purchase on 
payment terms products sold or secured by Tandy. A&A 
International (‘“A&A’’), a subsidiary of Tandy, was the exclu- 
sive purchasing agent for products originating in the Far East 
for InterTAN. 

On July 16, 1993 InterTAN had an account payable to 
Tandy of approximately $17,000,000 of which $7,600,000 was 
in default. Inter[AN’s outstanding purchase orders for mer- 
chandise placed under the distribution agreement with Tandy, 
but not yet shipped, totaled approximately $44,000,000. Be- 
cause InterTAN had defaulted, on July 16 Tandy terminated 
the merchandise purchase terms of the distribution agreement 
and the license agreements. Tandy offered InterTAN interim 
license agreements which expired July 22, 1993, unless ex- 
tended. The agreements were extended on July 23, 1993. 


On July 30, 1993 Trans World Electronics, Inc. (‘“Trans 
World’’), a subsidiary of Tandy, reached agreement with 
InterTAN’s banking syndicate to buy approximately 
$42,000,000 of InterTAN’s debt at a negotiated, discounted 
price. The closing of this purchase occurred on August 5, 
1993, at which time Tandy resumed limited shipments to In- 
ter[AN and granted a series of short-term, interim licenses 
pending the execution of new license and merchandise agree- 
ments. The debt purchased from the banks has been restruc- 
tured into a seven-year note with interest of 8.64% due 
semiannually beginning February 25, 1994 and semiannual 
principal payments beginning February 25, 1995 (the ‘‘Series 
A’’ note). Trans World provided approximately $10,000,000 
in working capital and trade credit to InterTAN. Interest on 
the working capital loan (the “‘Series B’’ note) of 8.11% is 
due semiannually beginning February 25, 1994 with the 
principal due in full on August 25, 1996. Trans World also 
has received warrants with a five-year term exercisable for ap- 
proximately 1,450,000 shares of Inter[AN common stock at 
an exercise price of $6.618 per share. As required by an agree- 
ment with Tandy, InterTAN has registered the warrants under 
the Securities Act of 1933. At December 31, 1994, Inter- 
TAN’s common stock price, as quoted in the Wall Street Jour- 
nal, was $8.125 per share. The fair market value of these 
warrants at December 31, 1994 approximates $2,500,000. 

In addition to the bank debt purchased by Trans World 
and the working capital loan, InterTAN’s obligations to Trans 
World included two additional notes for approximately 
$23,665,000 (the “‘Series C’’ note) and $24,037,000 (the 
‘‘Series D’’ note) with interest rates of 7.5% and 8%, respec- 
tively. The notes represented the restructuring of InterTAN 
accounts payable for merchandise already shipped and re- 
quired monthly interest payments. All principal and interest 
on the Series C note was paid in full by December 31, 1993. 
The Series D note was paid in full during the first quarter of 
1994. All of Tandy’s debt from InterTAN is secured by a first 
priority lien on substantially all of InterTAN’s assets in Can- 
ada and the U.K. 

A new merchandise agreement was reached with Inter- 
TAN in October 1993 which requires future purchase orders 
to be backed by letters of credit posted by InterTAN. New 
license agreements provide for a future royalty to Tandy. 
Inter[TAN had obligations for purchase orders outstanding 
for merchandise ordered by A&A for InterTAN but not yet 
shipped totaling approximately $24,705,000 at December 31, 
1994. 

Inter[AN has increased its bank revolving credit facility 
with its new banking syndicate to Canadian $60,000,000 
(U.S. $42,774,000 equivalent at December 31, 1994). In the 
case of InterTAN’s default on the bank credit line, Tandy 
will, at the option of InterTAN’s new banking syndicate, pur- 
chase InterTAN’s inventory and related accounts receivable at 


50% of their net book value, up to the amount of outstand- 
ing bank loans, but not to exceed Canadian $60,000,000. In 
that event, Tandy could foreclose on its first priority lien on 
InterTAN’s assets in Canada and the U.K. If Tandy fails to 
purchase the inventory and related accounts receivable of 
InterTAN from the banking syndicate, the syndicate upon 
notice to Tandy and expiration of time, can foreclose upon 
Inter[AN’s assets in Canada and the U.K. ahead of Tandy. 
The inventory repurchase agreement between InterTAN’s 
banking syndicate and Tandy has been amended and restated 
to reflect the foregoing. 

As of December 31, 1994 InterTAN owed Tandy an ag- 
gregate of $39,965,000, net of discount. The current portion 
of the obligation approximates $8,707,000 and the non- 
current portion approximates $31,258,000. In 1994 Tandy 
recognized $3,855,000 in accretion of discount on the note 
receivable from InterTAN which resulted from the purchase 
of the bank debt at a discounted price. Accretion of this dis- 
count is based on the effective interest rate method. Tandy 
recognized sales to and commission income from InterTAN of 
approximately $19,764,000 and interest income of $8,280,000 
during fiscal 1994. During the year ended December 31, 
1993, Tandy recognized approximately $93,315,000 of sales to 
InterTAN and interest income of $3,085,000. Tandy’s sales to 
InterTAN totaled $90,130,000 during the six months ended 
December 31, 1992 and $171,126,000 during fiscal 1992. 

A&A will continue as the exclusive purchasing agent for 
InterTAN in the Far East on a commission basis. Commenc- 
ing in March 1994, only the purchasing agent commission 
and sales by Tandy manufacturing plants to InterTAN were 
recorded as sales and operating revenues. InterTAN purchases 
from third parties through A&A are no longer recorded as 
sales, reflecting the arrangement under the new merchandise 
agreement. Accordingly, sales by Tandy to InterTAN in 1994 
were considerably lower than in prior years; however, the 
earned income relating thereto was not materially different. 

Through February 1995 InterTAN has met all of its pay- 
ment obligations to Tandy. In addition, its operations have 
improved in fiscal 1995 as evidenced by its published net in- 
come for the six months ended December 31, 1994 approxi- 
mating $17,704,000 or $1.11 per fully diluted share as 
opposed to net income of $4,567,000 or $0.49 per fully di- 
luted share for the same period in the prior year. As a result, 
nothing has come to the attention of management which 
would indicate that Inter[AN would not be able to continue 
to meet its payment obligations pursuant to the debt agree- 
ments with Tandy. 

Canadian tax authorities are reviewing InterTAN’s Cana- 
dian subsidiary’s 1987-89 tax returns. The Company cannot 
determine whether the ultimate resolution of that review will 
have an effect on InterTAN’s ability to meet its obligations to 
Tandy, but at the present, the Company believes that the ulti- 
mate resolution of this review will not impair InterTAN’s 
ability to meet its obligations to Tandy. 
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Note 23-Quarterly Data (Unaudited) 


(In thousands, except per share amounts) 
Year ended December 31, 1994: 


Nét sales atid Operating EVeMies os oi5i< sists cs ciere sass cin ieoee Sean 020 Wie ws are Sale 
Gra RONG oss Siciaiciaalin vic Piarerierlt AS rataferss WU eislesiemiesioe Wa saietemaleas 0x 
NCE LERCONIRE: 5,5 Sn Pip Bist ie apd aeets, Pome 8 thes, Scolds ea Boosh OE os Soh NGL aieS RTOS) Sip Sos 


Net income available per average common and common equivalent share 


Dividends declared per Common: share ..'<.2.0005 dsintsecaenles soe tie wes eteles stele 
Average common and common equivalent shares outstanding ................ 


Year ended December 31, 1993: 


Net sales BAGO Deratin ge TOV EOE ccc pico sanpth cotecermasereth ose cties Sanco eRe ereione 
GLOSS DICKIE seen ieisze ware lane wate a sccterwis wic)aeleacal ao ia?e py qiNecererase DER LITA! SallaceSoiN eleimrets 
Income ffOM) CONUNUING OPELALIONS “36 Wiicuiovawinse eoawales Helene eewecats etint 
Income (loss) from discontinued operations, net of tax ...............0 00s 
Cumulative effect on prior years of change in accounting principle ............ 
NAP IFIC ORIG LIONS), og teteemeet meet a tes les berustiel a veeie Wanene vere abe recleuoie taeda eure erm eeis 
Net income (loss) available per average common and common equivalent share: 
Iricome from CONtINUIND ONEtations: 2.6) nas Gee as ue ees eas meres 
Income (loss) from discontinued operations ...............00 00 eee ee ee eee 
Cumulative effect on prior years of change in accounting principle .......... 
Net income (loss) available per average common and common equivalent share 
Divicetids declared percomimon share 24600 as sAieneatr nies aairnmececerscee 
Average common and common equivalent shares outstanding ................ 


As the Company’s operations are predominantly retail 
oriented, its business is subject to seasonal fluctuations with 
the December 31 quarter being the most significant in terms 
of sales and profits because of the Christmas selling season. 

During the quarter ended December 31, 1994, the 
Company recognized a restructuring charge of $89,071,000 
for business restructuring relating to the closing of certain 
retail stores. The Company also recognized a gain of 
$91,437,000 relating to the sale of Computer City and Incred- 
ible Universe private label credit card portfolios and the trans- 
fer of the Company’s legal obligations pursuant to extended 
service contracts. See Notes 3 and 4 for further information. 

During the quarter ended December 31, 1993, the 
Company recognized a gain, net of tax, from discontinued 
operations of approximately $15,822,000. This gain partially 
offset the after-tax charge of $70,000,000 previously taken in 
the June 1993 quarter and reduced the loss on disposal of dis- 
continued operations to approximately $54,178,000. The gain 
resulted from the better than anticipated sales price received 
for O'Sullivan partially offset by additional foreign currency 
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Three Months Ended 
Mar. 31 June 30 Sept. 30 Dec. 31 


See ates $992,135 $1,009,277 $1,119,155 $1,823,112 


sacs EMipIT 407,354 407,174 447,656 663,880 
AAA ORC 41,795 34,415 46,191 101,934 
se oleae. AL 44 59 1.37 
spice eteleaate $ 15 $ 5 $ 15 $ 18 
sips iadevetens 75,802 75,417 75,023 73,262 


at eet ae $864,712 $ 843,111 $ 939,897 $1,454,831 


cece 389,720 368 866 400,535 560,823 
Sag AO 40,673 31,741 42,559 80,659 
ee (18,542) (109,077) — 15,822 
jexate 13,014 2 = = 
ye chan 35,145 (77,336) 42,559 96,481 
ena 52 40 54 1.04 
ae (.25) (1.45) = 21 
stare 17 = — = 
... 44 (1.05) 54 1.25 
— ¢)) 5s 45 «$ 415. 15 
ie 75,081 75,387 75,666 76,033 


translation losses and below plan operating results of the di- 
vested companies during the divestment period, net of re- 
lated income tax adjustments. See Note 21 for further 
information on discontinued operations. 

During the quarter ended March 31, 1993, the Company 
adopted FAS 109 which changed the Company’s method 
of accounting for income taxes from the deferred method 
to an asset and liability approach. The adjustments to the 
January 1, 1993 balance sheet to adopt FAS 109 totaled 
$13,014,000. This amount is reflected in 1993 net income 
as the cumulative effect of a change in accounting principle. 
See Note 2 for further information on Change in Account- 
ing Principle-Provision for Income Taxes. 

As discussed in detail in Note 2, income per share 
amounts and the weighted average of common and common 
equivalent shares outstanding for all quarters commencing 
with the quarter ending March 31, 1992 (quarter of issuance) 
through September 30, 1994 have been retroactively restated 
to reflect that the PERCS will convert into 11,816,000 shares 
of common stock. 


Selected Supplemental Financial Data (Unaudited) 


Six Months" 

Tandy Corporation and Subsidiaries Year Ended Ended 
(Dollars and shares in thousands, December 31, December 31, Year Ended June 30, 
except per share amounts) 1994 1993 1992 1991 1992 1991 1990 
Operations 
Net sales and operating revenues ................... $4,943,679 $4,102,551 $2,161,149 $2,031,763 $3,649,284 $3,573,699 $3,648,946 
Income before income taxes, discontinued operations 

and cumulative effect of change in 

ACCOURUINE DINCIDIE 555 coe s saisselsieree iain $ 359,540 $ 311,155 $ 102,917 $ 201,856 $ 330,498 $ 343,277 $ 445,048 
Provision for INCOMe BAKES oc ooo tessceseie sce vepeacese one waterers 135,205 115,523 35,236 73,153 119,785 123,342 167,926 
Income from continuing operations ................. 224,335 195,632 67,681 128,703 210,713 219,935 277,122 
Income (loss) from discontinued operations .......... — (111,797) (63,875) (8,060) (26,866) (13,872) 13,225 
Income before cumulative effect of change 

Gi arcOUNTING DUNC Blea a faeries ena cneis scnta 3, 224,335 83,835 3,806 120,643 183,847 206,063 290,347 
Cumulative effect on prior years of change in 

ACCOUNTING DFNCINIO ie oi Mele ciel sare arco orem ene 13,014 — — = (10,619) — 
Weeiicome see A BAe. 4 ie et sealyames $ 224,335 $ 96,849 $ 3,806 $ 120,643 $ 183,847 $ 195,444 $ 290,347 
Net income available per average common 

and common equivalent share: 
Income from continuing operations ................. $ 2.91 $ 2.50 §$ 0.87 $ 1.61 $ 61 § 275% 3.38 
Income (loss) from discontinued operations .......... $ — $ (1.48) $ (0.85) $ (0.10) $ (0.34) $ (0.17) $ 0.16 
Income before cumulative effect of 

change in accounting principle ................... $ Z.91 $ 1.02 $ 0.02 $ Ll) 3s 227 § 2.58 $ 3.54 
Cumulative effect on prior years of change 

intaccounting principles corn. «ee tee eee ic $ — $ 0.17 -- “= _ $ (0.14) = 
Net income available per average common 

and common equivalent share .................. $ 291; § 1.19 $ 0.02 $ Lo! s 227) 1s 2.44 §$ 3.54 
Average common and common equivalent 

shares Outstanding™: 2.3 se. . seein sceows & 74,874 75,543 74,918 78,149 78,788 78,258 81,943 
Dividends declared per common share ............... $ 63 $ 60 $ 30 $ 30 $ 60 $ 60 §$ .60 
Ratio of earnings to fixed charges .................. 4.56 3.89 2.83 N/A 3.95 3.55 4.77 
Year-End Financial Position 
IniventOnes: sc soo sos Ss Cee eSNG See OSE Cae Oeee $1,504,324 $1,276,302 $1,472,365 $1,391,295 $1,301,854 $1,452,065 
Metal assets :. coset xce aiseye ius ciate semceieane Here eee me $3,243,774 $3,219,099 $3,381,428 $3,165,164 $3,078,145 $3,239,980 
Working canitalag rr, coca ee mre |. eh Peete, oe ener $1,350,110 $1,128,343 $1,478,041 $1,556,435 $1,550,848 $1,312,517 
Garrent fatio’ 22 esccseas yess sam ee os oe eden 2.12 to 1 2.09 to 1 2.39 to | 2.99 to 1 3.18 to 1 2.12 to 1 
Capital structure: 
Currentaqebe Ss. scaccnas aeeaisies Wsieier eo sinclouate $ 229,135 $ 387,953 $ 385,706 $ 231,097 $ 179,818 $ 695,871 
Long-term Gent wisscscst ex. cco gasses scoermaimtree wtoreratecs $ 153,318 $ 186,638 $ 322,778 $ 357,525 $ 427,867 $ 252,540 
MORAN AEDES era. Bie ais ce RG TARS ts Sas aeons $ 382,453 $ 574,591 $ 708,484 $ 588,622 $ 607,685 $ 948,411 
Total debt, net of cash and short-term investments .... $ 176,820 $ 361,356 $ 595,858 $ 482,168 $ 421,392 $ 813,214 
Stock Oleers COUIC I a. oath vc Phcietats neater mee eer ere ete ore $1,850,211 $1,950,750 $1,888,351 $1,930,740 $1,846,762 $1,723,496 
Totalicapitalization®) 5 sis. Jee eaiss solaaiseielats wyierare's $2,232,664 $2,525,341 $2,596,835 $2,519,362 $2,454,447 $2,671,907 
Long-term debt as a % of total capitalization ......... 6.9 % 7.4% 12.4 % 14.2 % 17.4 % 9.5 % 
Total debt as a % of total capitalization ............. 17.1 % 22.8 % 27.3 % 23.4 % 24.8 % 35.5 % 
Stockholders’ equity per common share ............ $26.02 $25.46 $24.95 $25.57 $23.48 $21.78 
Financial Ratios 
Return on average stockholders’ equity® ............. 11.8 % 10.2 % 3.5 % 11.2 % 12.3 % 15.8 % 
Percent of sales: 

Income before income taxes, discontinued 

operations and cumulative effect of 
change in accounting principle)... 0... »c<,0c.0c0 ae 4.08 7.3 % 7.6 % 4.8 % 9.0 % 9.6 % 12.2 % 
Income from continuing operations ............... 4.6 %o 4.8 % 3.2 % 5.7 % 6.2 % 7.6 % 


(1) The Company changed its year-end from June 30 to December 31 effective with the six-month transition period ended December 31, 1992. 

(2) See Note 2 of the Notes to Consolidated Financial Statements for a discussion of the 1993 change in accounting principle. The change in fiscal 1991 
reflected the company’s change in accounting for extended service contracts to comply with FASB Technical Bulletin 90-1. 

(3) Per share amounts and the weighted average number of shares outstanding for the year ended December 31, 1993, the six-month period ended 
December 31, 1992 and for the fiscal year ended June 30, 1992, have been retroactively restated to reflect the PERCS conversion into approximately 
11,816,000 common shares in lieu of the prior year assumption of 12,457,000 shares which was based on the December 31, 1993 common stock price. 

(4) Computed using income from continuing operations. 

(5) Includes investment in discontinued operations. 

(6) At December 31, 1994, December 31, 1993, December 31, 1992 and June 30, 1992 computed giving effect to the pending Series C PERCS 
conversion into approximately 11,816,000 shares of common stock. 
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Corporate Data 


Corporate Offices 

1800 One Tandy Center 
Fort Worth, Texas 76102 
(817) 390-3700 


Annual Meeting 

10 a.m., May 18, 1995 
Worthington Hotel 
200 West Second Street 
Fort Worth, Texas 


Common Stock 
Transfer Agent and Registrar: 
The First National Bank of Boston 


Stock Exchange Listing 
New York Stock Exchange 
Common Stock 


(Ticker Symbol ““TAN’’) 


Form 10-K Available 

Tandy Corporation’s Annual Report 
to the Securities and Exchange Commission 
may be obtained without charge after 
March 31, 1995 by writing: 

Tandy Corporation 

Shareholder Services Department 
1800 One Tandy Center 

PO. Box 17180 

Fort Worth, Texas 76102 

or by telephone: (817) 390-3023. 


Tandy Corporation is an Equal 
Opportunity Employer 


Printed in U.S.A. 


Common Stock Information 





Quarter Quarter Quarter Quarter 
Ending Ending Ending Ending 
March June September December 
31, 30, 30, 31, 
Per Share _1994 1993 _1994 1993 _1994 1993 _1994 _ 1993 
Trading price range 
High 497/s 321/s 385/s 323/s 437/s = 373/s 50°/s  503/4 
Low 35'/4 2495/8 303/4 283/s 333/s 28'/s 41 353/s 
Close 36'/4 29%/s 34'/2 30 43 367/s 50!/s 49!/2 
Dividends declared 15 15 4S 15 15 a5 18 “5 


Stockholders and nominees of record 30,942 31,964 


The common stock prices are based on the reported high and low sales prices reported in the composite 
transactions quotations of consolidated trading for issues on the New York Stock Exchange. 


Radio Shack, McDuff Electronics, VideoConcepts/Reg. SMs. Radio Shack/Reg. TM used by Tandy Corporation. The Edge in Electronics, 
Computer City and Incredible Universe/Reg. SMs of Tandy Corporation. Audio, Video & Computers, Famous Brands Electronics, Computer 
City Express, If It’s Not in the Universe, It Doesn't Exist!, Low Prices Are Our Star Attraction! and You Can’t Make a Wrong Decision When 
You Go to the Right Store! are SMs of Tandy Corporation; You’ve got questions. We’ve got answers. SM used by Tandy Corp. AST is a Reg. 
TM AST Research, Inc. Preferred Equity Redemption Cumulative Stock and PERCS are trademarks of Morgan Stanley & Co., Incorporated, 
in connection with their investment banking services. All other names and marks used herein are the property of their respective owners. The 
lack of a”, ™ or ™ is not intended to indicate a lack of registration therefor. 
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